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printed in bill form. This motion 
was put to the Committee and car­
rie<l unanimously. 

S. B. No. 113 was placed before the 
Committee by the author, Senator 
Burns, for consideration. After dis­
russion it was moved by Senator 
Rawlings and seconded by Senator 
Burns that the hill be reported back 
to the Senate that it do pass and be 
printed in bill form. This motion 
was put to the Committee and car­
rif>d nnanimouslv. 

S. B. No. 145 was placed before 
the Committee by its author, Sena­
tor Burns. and after discussion it 
was moved by tienator Rawlings and 
sr<'onrled bv Senator Hill that this 
hi 11 he set ·for a special hearing be­
fore a joint session of the House and 
Senate Monday, Febtuary 25, 1935, 
at 7::io p. m. This motion was put 
hPfore the Committee for consldera­
tinn and was adopted by a unanimous 
vnte. 

There being no further business 
the Committee adjourned subject to 
l'Ull hv the Chairman. 

HOLBROOK, Chairman. 

)linntes of )!eeting of Committee on 
S< ock and Stock Raising, Held 

February 19, 1935. 

Present: Neal. Oneal, Collie. 
Pnai:e. Il.awJinp;s, Stone. 

Excused: Blackert, Fellbaum. 

s. n. No. ;; 8 was reported favor­
ably by viva voce vote with commit­
tee "mPndment with the recommen­
d a ti on that it do pass and be printed. 

F. G. MOFFETT, Secretary. 

lllinntes of rommittee on Educational 
Affairs, Held February 18, 1935, 

Called Meeting. 

Present: Duggan, Hornsby, Neal, 
Pace. Poage, Regan, Small, Wood­
ruff. 

Excused because of sickness: De­
nerry, Cotten. 

Absent: Burns, Hopkins. 
S. B. No. 228 was referred to sub­

committee to he rewritten. 
S. B. No. 229 was reported to pass 

with the committee amendment. 
S. B. :\o. 230 was referred to sub­

committee to be rewritten. 
S R. No. 2 3 5 was reported favor­

ably by vh·a Yoce vote. 
S. B. No. 271 was deferred to next 

meeting. 
S. B. No. 105 was requested to be 

withdrawn and referred to Finance 
Committee. 

S. B. No. 106 was reported unfa­
vorable by record vote of four to one. 

S. B. No. 256 was reported favor­
ably by viva voce vote. 

MARGUERITE WILSON, 
Secretary. 

THIRTIETH DAY. 

Senate Chamber, 
Austin, Texas, 

February 21, 1935. 
The Senate met at 10 o'clock a. m., 

pursuant to adjournment, and was 
called to order by Lieutenant Gover­
nor Walter F. Woodul. 

The roll call disclosed a quorum, 
the following Senators being pres­
ent: 

Beck. 
Ellackert. 
Burns. 
Collie. 
Cotten. 
Davis. 
UeBerry. 
Dui:gan. 
Hill. 
llolbrook. 
Hopkins. 
Hornsby. 
Hughston. 
~lartln. 
~loore. 

Neal. 
Oneal. 
Pa<'.'€. 
Poage. 
Rawlings. 
Redditt. 
Regan. 
Sanderford. 
Shivers. 
Small. 
Stone. 
Sulak. 
van Zandt. 
Westerfeld. 
Woodrutr. 

Absent-Excused. 

Fellbaum. 

Prayer bY the Chaplain. 
Further reading of the Journal 

was dispensed with on motion of 
Senator Sulak. 

Committee Reports. 

(See Appendix.) 

Minutes of Committee Meetings. 

(See Appendix.) 

Report of the Committee on 
Taxation. 

(See Appendix.) 

Senator Duggan received unani­
mous consent to print as a supple­
ment to the Journal, the report of 
the Committee on Taxation. 

Sen4tors Excused. · 

Senator Fellbaum was excused for 
the day, on motion of Senator Stone. 

Senator Regan was excused for 
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the day on account of important bus­
iness, on motion of Senator Rawl­
ings. 

Bills and Resolutions. 

Senate Bill No. 32<1. 

By Senator Oneal: 
S. B. No. 324, A bill to be entitled 

"An .Act prohibiting any person from 
catching, retaining or having in his 
possession any channel catfish or 
blue catfish which are less than 
eleven inches in length or to catch 
or retain or have in his possession 
in any one day a total aggregate of 
more than twenty of such fish taken 
from any of the waters described in 
Section 1 of Chapter 37 of the Acts 
of the Thirty-ninth Legislature; and 
providing a maximum number of 
hooks that may be used on any trot 
line and the minimum distance of 
said hooks from each other on said 
line; etc., and declaring an emer­
gency." 

Read and referred to the Com­
mittee on Game and Fish. 

Senate Bill No. 325. 

By Senator Duggan: 
S. B. No. 325, A bi!l to be entitled 

"An .Act amending Article 2849 of 
the Revised Civil Statutes of Texas, 
1925, by increasing the number of 
years, in which old books may be of­
fered for exchange on new books 
purchased uvon a change of adop­
tion, from two to three years; re­
pealing all laws and parts of laws 
in conflict herewith; and declaring 
an emergency." · 

Read and referred to the Com­
mittee on Educational Alrairs. 

Senate Bill No. 326. 

By Senator Shivers: 
S. B. No. 3 2 6, A bill to be entitled 

"An Act amending subdivision ( b 1 
of Section 11 of Chapter 116, Acts 
of the Forty-third Legislature, Reg­
ular Session, and declaring an emer­
gency." 

Read and referred to the Com­
mittee on Civil Jurisprudence. 

Senate Bill No. 327. 

By Senator Shivers: 
S. B. No. 327, A bill to be entitled 

"An Act to amend Article 1379 of 
the Penal Code of the State of 
Texas, so as to increase the penalty 

from a fine of not less than ten nor 
more than five hundred dollars, to 
confinement in the jail for not less 
than three nor more than twelve 
months or in the penitentiary for not 
less than one nor more than five 
years, and to define 'owner' as 
therein used, and declaring an 
emergency.'' 

Read and referred to the Com­
mittee on Criminal Jurisprudence. 

Senate Bill No. 328. 

By Senator Burns: 
S. B. No. 328, A bill to be entitled 

"An Act amending Section 19 of H. 
B. No. 122, Chapter 116, Acts of the 
Regular Session, Forty-third Legis­
lature, 1933, and declaring an emer­
gency." 

Read and referred to the Com­
mittee on Criminal Jurisprudence. 

S. R. No. <10, 

Delegate Appointed. 

The Chair announced the appoint­
ment of Senator Oneal as a dele­
gate to the Second Interstate Assem­
bly as authorized by S. R. No. 40. 

Request For Executive Session. 

Senator Oneal, Chairman of the 
Committee on Governor's Nomina­
tions, asked unanimous consent that 
an executive session be ordered for 
10: 1 O o'clock a. m., today to con­
sider'-Governor's nominations. 

Unanimous consent was granted. 

Executive Session. 

At 1O:1 O o'clock the Chair an­
nounced that the time for executive 
session had arrived. The chamber 
was cleared and the doors locked. 

After Executive Session. 

The Secretary of the Senate in­
formed the Journal Clerk that fol­
lowing action had been taken in 
executive session. 

Committee Room, 
Austin, Texas, Feb. 20, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We. your Committee on Gov­

ernor's Nominations, recommend 
that the Governor's message with 
reference to the appointment of Mrs. 
w. R. Potter of Bowie. Montague 
County, as a member on the Board 
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of Directors of Texas Technological 
College, to succeed R. A. Stuart of 
Fort Worth, be referred back to the 
Governor for an explanation as to 
the date of February 19, 1936 an~ 
later the date of February 19. 193:>. 
appearing in the message. 

ONEAL, Chairman. 
Adopted. 

Committee Roon1, 
Austin. Texas, Feb. 20, ln5. 

Hon. \\'alter F. Woodul, Prmddent of 
the Senate. 
Sir: \Ve, your Committ<'e on Gov­

ernor's No111inalion::;, to \Vhon1 \Ya!:> 
referred the iollowing appointments. 
ha\·e had same und<'r consideration. 
and l. as chairman of said committee, 
am inst ructPd to report same back 
to the Senat<> with the recommenda­
tion that tlwy hp in all things con­
firmed: 

To be nwm hPr of the Hoard of 
Regents of The University of Texas: 

Dr. E1! ward Randell. of Galveston 
Co11nt)', I r<'appointment). 

To be Public Weigher for the City 
of Houston: 

L. P. Claussen. of Harris County. 
Compensation Claim Board: 
Penrose Metcalfe, of Tom Green 

County. to succeed Fred W. Davis, 
as chairman; Wm. A. Wilson of 
Dawson County. and Ed Lef!;l':e, or 
Kaufman rounty, to be n1embers. 

ONEAL. Chairman. 

SPnatP Rill So. 320. 

Jl,· Scnatoi: Van Zandt, by reque•t: 
S. n. C\o. 329. A bill to be entitled 

''An Art to promote the produc­
tion of better ef!;gs in the State of 
Texas hy regulating the traffic in 
eggs: to prevent fraud and misrep­
rPsentation in dealinc: in ef!;f!;S; to 
prevent the sale of eggs for human 
consumption whit·h are unfit for hu­
man food; to require eggs to be 
candled: and rel]n ire a license for 
det1lers in eggs, and providing ex­
ceptions thPl'Pto; to re(]11ir0 eggs to 
be bought ancl solcl on grades; and 
providing exc<'ptions thereto: to cre­
ate a State Egg Board and defining 
its duties. and providing that the 
State Egg Board shall prescribe all 
necPssary rules anrl re~ulations gov­
erning the licensing of dealers and 
egg candlers; to establish grades and 
standards for eggs; prescribe the 
qualifications of inspectors employed 
under this Act: proYicling that the 

I 

Commissioner of Agriculture or 
Texas employ su<"h aid necessary 
for the proper and orderly enforce­
ment of this Act; and lo fix penalties 
for the violation of the provisions 
of this Art; and declaring an emer­
gency." 

Read anrl referred to the Com­
mittet> on Agriculture. 

:'.\lessage From the House, 

The Chair recognized the Door­
keeper, who introduced a messenger 
from the House with the following 
mes5agc: 
Hall of the House of Representatives, 

Austin, Texas, Feb. 21, 1935. 
Bon. Walter F. Woodul, President or 

the Senate. 
Sir: I am directed by the House 

to inform the Senate that the House 
has passed the following bill and 
resol u lions: 

S. B. N.D. 27. A bill to be entitled 
"An Act making an appropriation of 
one thousand ($1000.00) dollars to 
be used by the Commissioner of the 
General Land Office for binding and 
repairing records and documents of 
the General Land Office; and declar­
ing an Pmergency.'' 

H. C'. R. No. 38, Providing for a 
joint session of the House and Sen­
ate at 11 o'clock, February 21, 1935, 
for the purpose or bearing an ad­
dress by his Excellency, the Hon. 
James V. Allred, Governor of Texas. 

T-l. C. R. No. 32, Granting permis­
sion to Walter N. Moncure to sue 
thP State of Texas for personal dam­
ages. 

The House has concurred in Sen­
nte amendments to H. C. R. No. 28 
by a ''iva voce vote. 

IlespeC'lfully submitted, 
LOUISE SNOW PHINNEY, 

Chief Clerk. House or Representatives. 

H. f'. R. No. 38. 

The Chair laid before the Senate: 

H. C. R. No. 38, "Providing for a 
joint session of the House and Sen­
ate at 11 o'clock, February 21, 1936, 
for the purpose or hearing an address 
by his Excelency, the Honorable 
James V. Allred, Governor of Texas." 

Senator Moore moved that the 
Sen~te rule requiring resolutions to 
he referred to a committee be sus­
pendPd, and that H. C. R. No. 38 
he taken up and considered at this 
time. 
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The motion prevailed by viva voce 
vote on motion of Senator Moore. 

H. C. R. No. 38 was adopted by 
viva voce vote. 

Senate Bill No. 330. 

By Senators Davis, Pace, Stone 
and Cotten: 

S. B. No. 330, A bill to be entitled 
"An Act to amend Article 2350, Title 
44, Revised Civil Statutes of the 
State of Texas, 1925, as amended by 
the Acts of the Thirty-ninth Legisla­
ture, Regular Session, Chapter 135, 
Section 1: and as amended by Act 
of the Fortieth Legislature, page 
4 3 5, Chapter 2 9 0, Section 1; and as 
amended by Act of the Fortieth Leg­
islature, First Called Session, page 
138, Chapter 46, Section 1; and as 
amended by Act of the Forty-third 
Legislature, Regular Session, Chap­
ter 216; and as amended by Act of 
the Forty-third Legislature, First 
Called Session, Chapter 83, page 
220; and so as to provide the salaries 
of county commissioners in certain 
counties; providing that if any part 
of this Act be declared unconstitu­
tional It shall not affect any remain­
ing part; and declaring an emer­
gency." 

Read and referred to the Com­
mittee on Counties and County 
Boundaries. 

Senate Bill No. 331. 

By Senator Davis: 
S. B. No. 331, A bill to be entitled 

"An Act amending Chapter 6 of Title 
11, Penal Code of Texas, 1925, bY 
adding thereto Articles 649a, 649b 
and 6 4 9c, so as to increase the 
State's penalties and remedies 
against telegraph and telephone com­
panies for aiding or assisting in pool 
selling or book-making schemes or 
in placing bets on horse races, and 
prescribing additional penalties and 
remedieH against owners, agents or 
lessees of property permitted to be 
used as a place for selling pools or 
book-making or wagering on horse 
races; amending Article 6 5 O of the 
Penal Code so as to increase the 
penalties for violations of the laws 
prohibiting betting or wagering on 
horse races and pool selling or book­
making; and declaring an emer­
gency." 

Read and referred to the Com­
mittee on Criminal Jurisprudence. 

15-Jour. 

House Bill No. 403. 

The Chair laid before the Senate 
as special order H. B. No. 403. 

Senator Small discussed his pro­
posed amendment to H. B. No. 403. 

Pending. 

Joint Session. 

Senator Moore called the atten­
tion of the Chair, that the hour set 
for a joint session of the House and 
Senate to hear an address by Gov­
ernor James V. Allred, had arrived. 

In the House. 

In accordance with a resolution 
heretofore adopted providing for a 
joint session of the House and Sen­
ate at 11 o'clock· today, the Senate 
appeared at the Bar of the House 
and being admitted were escorted to 
seats prepared for them along the 
aisle. 

Lieutenant Governor Walter F. 
Woodul occupied a seat on the Speak­
er's stand. 

The Speaker of the House, Hon. 
Coke Stevenson, presented Governor 
Allred to the members of the House 
and Senate. 

Governor Allred delivered the fol­
lowing message to the Forty-fourth 
Legislature: 

R?-ilroad Commission of Texas. 

Austin, Texas, Feb. 21, 1935. 
Hon. James V. Allred, Governor of 

the State of Texas. 
Dear Governor Allred: 

The Railroad Commission in ses­
sion today carefully examined and 
studied every provision contained in 
the proposed interstate compact en­
tered into by the representatives of 
the oil producing states to conserve 
oil and gas. 

We find that, in our opinion, the 
compact thoroughly protects the 
rights of the •State of Texas nnd 
that it in effect carries out the con­
servation policy of the State of Texas. 
Every rule and definition set out in 
the compact is already in e:ll'ect in 
the State of Texas under the Stat­
utes of our State or in the rules and 
regulations of the Railroad Commis­
sion passed pursuant to those Stat­
utes, except Section C, Art. 3. 

Section c. Article 3, relates to the 
avoidable escape into the open air, 
and the wasteful burning, of gas 
from a natural gas well. In connec-
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tion with this particular matter and 
with particular reference to such 
permits as have been Issued by the 
Railroad Commission, under the 
special conservation clause in Arti­
cle 6008 of our Statutes at places 
other than the Panhandle of Texas, 
we beg to state that the commission 
has already held public hearings, at 
which time the interested parties 
after due notice, were cited to ap­
pear and show cause why such per­
mits to stnip gas from natural gas 
and popping the tail gas into the 
.air should not be canceled. 

It is our sincere hope that the 
Legislature of Texas may see tit to 
promptly ratify this splendid com­
pact in which eight other oil pro­
ducing States have joined Texas to 
the end of further conservation of 
our natural resources by the pre­
vention of physical waste and to the 
further end that Texas may proudly 
continue to lead the way in con­
servation and that these nine states 
may be banded together with us in 
the fight we have been waging 
against the undue encroachment of 
Federal power upon the rights of the 
respective states. 

Yours truly, 
(Signed) 

ERNEST 0. THOMPSON, 
Chairman. 

(Signed) 
C. V. TERRELL, 

(Signed) 
LON A. SMITH. 

Commissioners. 

Executive Office, 
Austin, Texas, Feb. 21, 1935. 

<ro the Forty-fourth Legislature. 
Your attention is respectfully di-

1·ected to the necessity for immedi­
ate attention to the enormous physi­
cal waste of natural gas in Texas 
fields. It is reliably reported that 
in excess of a billion cubic feet of 
natural g:is is daily wasted by being 
"blown into the air" in what is com­
monly known as the Panhandle 
Field. It is also common knowledge 
that hundreds of millions of cubic 
feet of natural gas are daily being 
wasted into the air in other fields 
of tbe State from gasoline stripping 
plants, the number of which will 
shortly multiply unless this waste­
ful practice is summarily stopped. 
It is my understanding that this 
situation bas grown out of probably 

justifiable liberties taken by pro­
ducers under what is known as the 
Sour Gas Bill passed by the Regular 
Session of the Forty-third Legisla­
ture. 

It is my conception that natural 
gas stripping for the purpose of ex­
tracting natural gasoline, as such, is 
both a worthy and profitable indus­
try. The waste of which I speak 
principally occurs after this opera­
tion. The return or dry or stripped 
,;as to the producing strata of gas 
or oil fields in a manner to save or 
use it beneficially is a worthy opera­
tion; as also is the use of this 
stripped gas for other beneficial pur­
poses such as light, fuel or manu­
facture. But blowing of this prod­
uct into the open air-as also is the 
blowing of any natural gas into the 
open air beyond practical limitations 
required incident to the production 
of oil-is intolerable under sound 
conservation policy. The gigantic 
physical waste of natural gas in 
Texas has attl'acted the attention of 
the citizenship of both this State 
and the nation. This waste must be 
stopped. 

The CJ.use of this tragical condi­
tion is embodied in two evils. Pri­
marily it is the fault of the gas pipe 
lines which in most instances own 
gas productive capacity sutrlcient for 
their own requirements. These pipe 
lines have refused to adopt a policy 
of ratable purchase in the fields, 
leaving some operators, principally 
the smaller ones, without a market. 
The other is the practice of these 
small producers, who, without the 
privilege to share in withdrawals, 
have been compelled to turn to the 
wasteful practice of stripping the 
natural gasoline therefrom for profit 
and turning the stripped gas into the 
open air. These pipe lines, selfishly 
refusing to purchase gas ratably 
from the pools, it being more profit­
able to produce their own require­
ments, have left small independent 
producers with no outJ.et. 

It is a fact well known that the 
Standard Oil Company of New Jersey, 
the Cities Service Company and other 
big corporations led the parade for 
oil proration in the oil fields. It is 
also well known that these corpora­
tions, through affiliated companies, 
and otherwise, control these gas pipe 
line outlets. It is most significant 
that these corporations, which in­
spired and perfected oil proration 
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in Texas, have strenuously resisted 
gas proration for the sole reason that 
the advantage of their position as to 
gas rendered it unnecessary to pro­
rate. The gas producer, unlike the 
oil producer, cannot ship natural gas 
to market by tank car or truck, nor 
can he store it. 

It is dilficult to understand how, 
in view of this gross inconsistency, 
the executives of these great cor­
porations can pursue such policies 
without reftecting upon the intelli­
gence of the people of Texas. The 
history of these combines, however, 
is sufficient to leave no room for 
shock in the minds of those con­
versant ·therewith. These corpora­
tions in many instances financed 
their pipe lines to Chicago, St. Louis, 
Denver and elsewhere upon the rep­
resentation of ownership of gas re­
serves in Texas inclusive of lands 
they did not fully own. Upon this 
representation they sold their se­
curities to investors. Their purpose 
was and is to drain from the gas 
lands both within and without their 
ownership the requirements of nat­
ural gas for these lines, thus doing 
great and irreparable injury to thou­
sands of land owners and smal! pr.o­
ducers in this State by disallowing 
the benefits of ratable purchase and 
withdrawal from the pools. 

As a result of this policy the small 
producer, being unable to enforce 
ratable purchase of gas in the fields 
under. our statutes, having lost in 
court, have been compelled in self­
defense to turn to the wasteful prac­
tice of blowing stripped or dry gas 
into the open air after stripping, thus 
utilizing only the liquid gasoline re­
covered therefrom. 

A sound public policy demands 
that this atrocious waste be stopped 
and that our gas resources be con­
served for useful purposes for the 
present and future generations. 

The remedy for this condition lies 
in the enactment of appropriate leg­
islation to remove the causes there­
for. This can and should be done 
within the bounds of constitutional 
authority. 

I respectfully recommend the pas­
sage of appropriate legislation to cor­
rect these evils and, at the same 
time, to insure to producers and land­
owners their ratable share Of gas 
withdrawals from the, fields. I par­
ticularly recommend the following: 

First: Enactment of legislation 

to effeduate gas conservation and 
the elimination of physical waste 
thereof within such reasonable limi­
tations as may be found necessary to 
protect the program of oil produc­
tion. 

Second: An adequate provision to 
provide for ratable withdrawal of 
gas from gas wells in the fields. 

Third: Proper limitations upon 
the right to produce natural gas 
from gas wells so as to compel pro­
ducers, handlers and transporters of 
natural gas to apportion withdrawals 
from all gas wells in each field rata­
l>lY under the supervision of the 
Railroad Commission. 

Fourth: Adequate power and lati­
tude of fact finding and regulatory 
rules should be given to the Rail­
road Commission to properly super­
vise the restriction of production of 
natural gas in the gas fields, to pre­
vent waste thereof, and to restrict 
the right to produce natural gas so 
as to impose ratable withdrawal of 
gas from the wells in each field. 

Fifth: It is my opinion and I 
respectfully· submit that th-e statute 
should be so drawn as not to award 
a preferred position to those few 
giant carriers who virtually hold a 
monopoly upon the markets for light 
and fuel. Instead I recommend that 
no limitation be put upon the uses 
or natural gas beyond beneficial use. 

Some proper uses may be of small 
economic value. But their recog­
nition under the law is indispensa­
ble to competitive industry that 
insures the best effect for the bene­
fit of land and well owners in the 
matter of market price realized. For 
example I refer to the use of natural 
gas for the manufacture of carbon 
black, a highly useful commodity. 
Carbon black is used for the manu­
facture of paints, printers ink, auto­
mobile tires and numerous other 
articles of commerce. Experience 
has shown that gas purchasers have 
frequently raised gas prices in the 
fields for the singular purpose of 
discouraging this and other minor 
uses. This logical and beneficial 
price check will always be of para­
mount importance and value to land 
and wel! owners in the gas fields 
of Texas. 

Sixth: The divorcement of pipe 
lines from the producing, manufac­
turing and marketing branches of 
the natural gas industry is essential 
to the remedy. Pipe lines constitute 
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the exclusive outlets from these gas 
fields. In the past while their af­
filiated brethren have preached and 
secured oil proration. these gas pipe 
lines companies have successfully 
resisted gas proration in the courts 
on the ground that they are not pur­
chasers at all but only users of their 
own production. 

I believe it is essential, and I 
therefore recommend, that appropri­
ate legislation be enacted to limit 
the scope of business ownership of 
corporations in this industry as the 
proper means to effectuate gas con­
servation regulation. To insure ef­
fectiveness of this regulation, It will 
be necessary to include a prohibition 
.against interlocking ownership of 
units in these several branches of 
the industry by holding companies. 

I respectfully rail your attention 
to possible pitfalls in some of the 
bills that are now before the Legis­
lature dealing with this subject. 

Some sponsors have suggested that 
proposed legislation may disregard 
vested rights under the "theory of 
caDt;re, .. upon which our property 
law is based. This step is believed 
by me to be dangerous under our 
constitution and property law. Its 
inclusion might serve to clestroy the 
effectiveness of the statute. I be­
lieve the statute can be so drawn as 
to respect these vested rights and 
accomplish insu ranee against down­
fall under constitutional limitations. 

Others have suggested the policy 
'°[ price fixing. This, also, is off the 
-charted course and presents a serious 
constitutional question. It is also 
.significant that price fixing in the 
statute might bring us face to face 
with the question of !ederal control 
of this natural resource, a situation 
wholly repugnant to the interest of 
the State in the exclusive exercise of 
its right to handle its own internal 
problems. It is also important that 
if by r<lason of the State's acloption 
of such a policy, natural gas pro­
lluction should be declared interstate 
commerce and subject to exclusive 
Federal control, then the State of 
Texas might thereby be forever pre­
clude(} from its own inherent right 
to levy taxes upon this resource he­
cause of the constitutional prohibi­
tion against placing a burden on in­
terstate commerce. 

Vle are, of course. intensely in­
terested in a market and a fair 

market price for natural gas at the 
wells, not only in the interest ot 
the State but as well for land and 
well owners. This condition can 
and should be improved by the find­
ing of additional markets tor natural 
ga,; from new industry at home, as 
well as through new pipe line outlets 
to industrial centers that now sutler 
great shortage of fuel gas supply at 
prices easily within the limits of eco­
nomic profit. Inquiries I have made 
conclusively show that Detroit, St. 
Louis, and other large industrial 
cities are greatly interested and de­
sirous of cooperating fully in any 
program to bring to their gates addi­
tional supplies of fuel gas. The Na­
tional Administration has indicated a 
profouncl interest and willingness to 
render active aicl to such a program. 
It is both reasonable and plausible 
that by State aid and authorization, 
without rnst to the citizenship, a 
program can be inaugurated by the 
gas producers, with available Federal 
aid that will establish these market 
outlets. At a later date I shall have 
a specific recommendation to make 
in th is connection. 

. I[ we expect to preserve the right 
of Texas exclusively to control this 
problem, it devolves upon the Legls­
liture to enact appropriate legisla­
tion that will not jeopardize the ex­
clusive right of Texas to continue 
'1.n effective conservation policy for 
the protection of this great and 
bountiful resource against the rav­
ages of unnecessary waste. To In­
sure effectiveness and avoid costly 
clelay, if we are not to risk the right 
and heritage of our citizenship to 
control this problem ourselves and 
secure for the citizenship of Texas 
Uie inherent benefits of this great 
natural resource, this regulation 
must be propagated within constitu­
tional bounds. 

I am mindful that this subject is 
before your honorable body and that 
patriotic members have already given 
much toil and study to the problem. 
These comments are made in a spirit 
of helpfulness in view of the emer­
gency that demands the speediest 
possible action. I therefore earn­
<>stly commend this matter as an 
emergency for your ea1·1iest consid­
eration. 

Respectfully submitted, 
JAMES V. ALLRED, 

Governor of Texas. 
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Executive Office, 
Austin, Texas, Feb. 21, 1935. 

To the Forty-fourth Legislature: 
I submit to you for emergency 

consideration the following matter: 
Pursuant ·to the provisions of H. 

C. R. No. 26, adopted on February 
1, 1935, I attended a conference of 
the governors and their representa­
tives from the oil producing states 
held at Dallas, Texas, on February 
16th and 16th for the purpose of 
discussing, formulating and recom­
mending a form of compact between 
said states to accomplish the con­
servation of petroleum and natural 
gas and the prevention of physical 
waste of these natural resources. 

I have the honor to report that 
as a result of said conference a com­
pact was entered into, duly signed 
by the Governors of the States of 
Oklahoma and Texas and by repre­
sentatives of the Governors of Cal­
ifornia, New Mexico, Arkansas, Col­
orado, Illinois, Michigan and Kansas; 
such compact subject of course to 
the approval of the law making body 
of each of said states. The compact 
as entered into reads as follows: 

An Interstate Compact to Conserve 
Oil and Gas. 

Article I. 

"This agreement may become ef­
fective within any compacting state 
at any time as prescribed by that 
state and shall become elrective 
within those states ratifying it 
whenever any three of the States of 
Texas, Oklahoma, California, Kansas 
and New Mexico have ratlfted and 
Congress has given its consent. Any 
oil-producing state may become a 
party hereto as hereinafter provided. 

Article II. 

· "The purpose of this compact is 
to conserve oil and gas by the pre­
vention of physical waste thereof 
from any cause. 

Article III. 

"Each state bound hereby agrees 
that within a reasonable time it will 
enact laws, or if laws have been 
enacted, then it agr~s to continue 
the same in force, to accomplish 

'within reasonable limits the preven­
tion of: 

"(a) The operation of any oil 
well with an inefficient gas-oil ratio. 

"(bl The drowning with water of 
any stratum capable of producing 
oil or gas, or both oil and gas in 
paying quantities. 

"(c) The avoidable escape into 
the open air or the wasteful burning 
of gas from a natural gas well. 

" ( d) The creation of unnecessary 
fire hazards. 

" ( e) The drilling, equipping, lo­
cating, spacing or operating of a 
well or wells so as to bring about 
physical waste of oil or gas or loss in 
the ultimate recovery thereof. 

" ( f) The inefficient, excessive or 
improper use of the reservoir energy 
in producing any well. 

"The enumeration of the forego­
ing subjects shall not limit the scope 
of the authority of any state. 

Article IV. 
"Each state bound hereby agrees 

that it will, within a reasonable 
time, enact statutes, or if such stat­
utes have been enacted then that 
it will continue the same in force, 
providing in effect that oil produced 
in violation of its valid oil and/or 
gas conservation statutes or any 
valid rule, order or regulation pro­
mulgated thereunder, shall be de­
nied access to commerce; and pro­
viding for stringent penalties for the 
waste of either oil or gas. 

Article V. 

"It is not the purpose of this com­
pact to authorize the states joining 
herein to limit the production of oil 
or gas for the purpose of stabilizing 
or ftxlng the price thereof, or cre­
ate or perpetuate monoply, or to 
promote regimentation, but is lim­
ited to the purpose of conserving 
oil and gas and preventing the avoid­
able waste thereof within reason­
able limitations. 

Article VI. 

"Each State joining herein shall 
appoint one representative to a com­
mission hereby constituted and des­
ignated as The Interstate Oil Com­
pact Commission, the duty of which 
said commission shall he to make in­
quiry and ascertain from time to time 
such methods, practices, circum­
stances and conditions as may be 
disclosed for bringing about conser­
vation and thll prevention of physi­
cal waste of oil and gas, and at such 
intervals as said commission deems 
beneficial it shall report its findings 
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and recommendations to the sev­
eral states for adoption or rejection. 
The commission shall have power to 
recommend the coordination of the 
exercises of the police powers of the 
several states within their sever a 1 
jurisdictions to promote the maxi­
mum utlimate recovery from the 
petroleum reserves of said states, and 
to recommend for the maximum ul­
timate recovery of oil and gas. Said 
commission shall organize and adopt 
suitable rules and regulations for 
the conduct of its business. 

"No action shall be taken by the 
commission except: ( 1) by the af­
firmative votes of the majority of 
the whole number of the compacting 
states, represented at any meeting 
and ( 2) by a concurring vote of a 
majority in interest of the compact­
ing states at said meeting, such inter­
est to be determined as follows: such 
vote of each states shall be in the 
decimal proportion fixed by the 
ratio of its daily average production 
during the preceding calendar half­
year to the daily average production 
of the compacting states during said 
period. 

Article VII. 

"No state by joining herein shall 
become financially obligated to any 
other state, nor shall the breach of 
the terms hereof by any state sub­
ject such state to financial responsi­
bility to the other states joining 
herein. 

Article VIII. 

"This compact shall expire Sep­
tember 1, 1937. But any state join­
inir; herein may, upon sixty (60) 
days notice, withdraw herefrom. 

"The representatives of the signa­
tory States have signed this agree­
ment in a single original which shall 
be deposited in the archives of the 
Department of State of the United 
States, and a duly certified copy 
shall be forwarded to the Governor 
of each of the signatory States. 

"This compact shall become ef­
fective when ratified and approved 
as provided in Article I. Any oil 
producing state may become a party 
hereto by affixing its signature to 
a counterpart to be similarly de­
posited, certified, and rat!ll.ed. 

"Done in the City of Dallas, 

Texas, this sixteenth day of Feb­
ruary, 1935. 

"E.W. MARLAND, 
The Governor of Oklahoma. 

JAMES V. ALLRED, 
The Governor of Texas. 

R. L. PATTERSON, 
For the State of California. 

FRANK VESELY, 
E. H. WELLS, 
HUGH BURCH, 
HIRAM M. DOW, 

For the State of New Mexico. 

"The following representatives 
recommend to their respective gov­
ernors and legislatures the ratifica­
tion of the foregoing agreement: 

".John W. Olvey of Arkansas. 
Warwick M. Downing of Colorado. 
William Bell of Illinois. 
Gordon F. Van Eeneaam, Gerald 

Cotter, of Michigan. 
Ralph J. Pryor, E. B. Showyer, 

T. C. Johnson of Kansas." 

It is apparent from the provisions 
of said compact that it will be of 
great benefit In "the conservation of 
petroleum and natural gas and the 
prevention or physical waste of these 
natural resources." I direct your at­
tention to the fact that in keeping 
with the provisions of H. C. R. 26 
said compact is designed to prevent 
the waste of our natural resources 
"without price fixing. the creation 
or perpetuation of monopoly or regi­
mentation." 

Since legislation Is. now pending 
and proposed before the Congress of 
the United States dealing with the 
oil industry and the natural re­
sources or the oil producing states, 
which pending and proposed na­
tional legislation will naturally be 
influenced to some extent by the 
action of the states, I respectfully 
urge that this compact be approved 
by the Legislature of Texas at the 
earliest opportunity. I should like 
to see Texas the first state to ratify 
the compact. 

Respectfully submitted, 
JAMES V. ALLRED, 

Governor of Texas. 

Called to Order. 

The Senate returned to the Senate 
Chamber at 11: 3 5 o'clock a. m., 
and was called to order by the Lieu­
tenant Governor Walter F. Woodul. 
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Sena.te. Resolution No. 50. 

Senator Redditt sent up the fol­
lowing resolution: 

Whereas, Mrs. I. D. Fairchild of 
Lufkin, Texas, the wife of a foriner 
distinguished State Sena.tor, Honor­
able I. D. Fairchild. is visiting in 
Austin, Texas; and 

Whereas, Mrs. 11. D. Fairchild is 
now a member of the Board of 
Regents of the University of Texas: 
be it therefore, 

Resolved, That Mrs. I. D. Fair­
child be extended the privilege of 
the floor during her visit in Austin, 
Texas, and that Mrs. Fairchild be 
invited to address the Senate. 

REDDITT. 

S. R. No. 60 was read and unani­
mously adopted. 

The Chair appointed Senators 
Redditt, Holbrook and Pace to escort 
the distinguished visitor to the plat­
form. 

The Lieutenant Governor intro­
duced Senator Holbrook, who In 
turn presented Mrs. Fairchild, who 
spoke briefly to the Senate. 

Honse Bill No. 408. 

Recurring business was H. B. No. 
403. 

Pending. 

Bill S4ined. 

The Chair, Lieutenant Governor 
Walter F. Woodul, gave notice of 
signing, and did sign, in the pres­
ence of the Senate, after its cap­
tion had been read, the following 
bill: 

S. B. No. 27. 

Message From the Governor. 

The Chair recognized the Door­
keeper, who introduced a messenger 
from the Governor with the follow­
ing message: 

Executive Office, 
Austin, Texas, Feb. 21, 1935. 

To the Senate of the Forty-fourth 
Legislature: 
I respectfully submit for the ad­

vice and consent of the Senate the 
foll.owing appointments: 

Vl:'or~h. Texas, for six year term be­
ginning February 19, 1936, Mrs. W. 
R. Potter of Bowie, Montague 
County, Texas. 

To membership on Board of Man­
sion Supervisors: 

Miss Ima Hogg, Houston, Harris 
County, Texas. . 

Mrs. R. S. Sterling, Houston Har-
ris· County, Texas. ' 

Respectfully submitted, 
JAMES V. ALLRED, 

Governor of Texas. 

Read and referred to the Commit­
tee on Governor's Nominations. 

Motion to Adjourn. 

Senator Hill, at 11: 5 0 o'clock a. 
m., moved that the Senate adjourn 
until Monday morning at 10 o'clock. 

Point of Order. 

SenatOll' Hornsby raised the point 
of order that the time of adjourn­
ment WflS longer than allowed in the 
Rules of the Senate. 

The Chair overruled the point of 
order. 

Senator DeBerry, as a substitute, 
moved that the Senate adjourn until 
Friday morning at 10 o'clock a. m. 

The motion by Senator Hill pre­
vailed by the following vote: 

Blackert. 
Cotten. 
Hill. 
Holbrook. 
Hopkins. 
Martin. 
Moore. 

Beck. 
Burns. 
Davis. 
DeBerry. 
Duggan. 
Hornsby. 

Collie. 

Yeas--14. 

Rawlings. 
Sanderford. 
Shivers. 
Stone. 
Sulak. 
Van Zandt. 
Westerfeld. 

Yeas--12. 

Hughston. 
Neal. 
Oneal. 
Pace. 
Redditt. 
Small. 

Absent. 

Woodrull'. 
To membership on the Board of Poage. 

Directors of Texas Technological 
College: Absent-Excused. 

. To succeed R. A. Stuart, of Fort Fellbaum. Regan. 
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APPENDIX. 

('ommittee on Enrolled Bills. 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on En­

rolled Bills, have had S. B. No. 27 
carefully examined anrl compared 
and find same correctly enrolled. 

POAGE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 20, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: \Ve, your Committee on En­

rolled Bills, have had S. C. R. No. 
10 carefully examined and compared 
and find same correctly enrolled. 

POAGE, Chairman. 

Committee Room, 
Austin, Teicas, Feb. 20, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on En­

rulled Bills, have had S. C. R. No. 
17 carefully examined and compared 
and find same correctly enrolled. 

POAGE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 20, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: \\'e, your Committee on En­

rolled Bills, have had S. C. R. No. 
6 carefully examined and compared 
and find same correctly enrolled. 

POAGE, Chairman. 

Committee Reports. 

Committee Room, 
Austin, Texas, Feb. 20, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on High­

ways and Motor Traffic, to whom 
was referred 

S. B. No. 265, A bill to be entitled 
"An Act defining the term 'transpor­
tation agent"; providing certain ex­
ceptions; regulating the business of 
transportation agents; prescribing 
the duties of the Railroad Commis­
sion with relation to transportation 
agents; providing for the issuance 
of licenses and the manner of such 
issuance; etc., and declaring an 
emergency." 

Have had the same under con­
sideration, and I am instructed to 

report it back to the Senate with the 
recornmendatir,n that it do pass with 
committee amendment, and be 
printed. 

HOPKINS, Chairman. 

Committee Amendment. 

Amend S. B. No. 265 by adding 
after the word "transportation" in 
line 4, Section 1, the words "o! per-
sons.'' 

Committee Room, 
Austin, Texas, Feb. 20, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: \Ve, your Committee on High­

ways and Motor Traffic, to whom 
was referred 

S. B. No. 14 3, A bill to be entitled 
"An Act prohibiting any owner or 
person having control Of any horse, 
mule, donkey, cow, bull, steer, hog, 
sheep, goat or any other livestock 
from permitting or allowing the 
same to traverse or roam at large 
upon the right of way of any desig­
nated State highway of this State, 
where same is enclosed by fences, 
unattended, providing a penalty and 
declaring an emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass, and 
be printed. 

HOPKINS, Chairman. 

Committee Room, 
Austin, Texas, Feb. 20, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 

I Sir: We, your Committee on High­
ways and Motor Traffic, to whom 
was referred 

S. B. No. 5, A bill to be entitled 
"An Act relating to the licensing of 
motor vehicle operators and to the 
liability of certain persons for negli­
gence in the operation of motor ve­
hicles on the public highways, pro­
viding for issuance of licenses, revo­
ca lion of operator's and chauffeur's 
licenses under certain conditions, 
forbidding driving by persons with­
out licenses, providing penalties, de­
fining terms and providing for cer­
tain exemptions, enacting other pro­
visions necessary and incidental to 
the subject of the Act, and declar­
ing an emergency." 

Have had the same under con­
sideration, and I am Instructed to 
report it back to the Senate with 
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the recommendation that it do pass, 
and be printed. 

HOPKINS, Chairman. 

Committee Room, 
Austin, Texas, Feb. 20, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sit: We, your Committee on High­

ways and Motor Tra!Iic, to whom 
was referred 

S. B. No. 153, A bill to be entitled 
"'An Act relating to checks or drafts 
returned unpaid when given the tax 
-collectors or the assessors and col­
lectors of taxes in payment of the 
registration license fees and number 
])!ates on any motor vehicle, truck, 
tractor, trailer, motorcycle or motor­
-cycle side car; prescribing the duties 
<1f the tax collector or assessor and 
-collector of taxes under such cir-
-cumstances; etc., and declaring an 
emergency." 

Have had the same under con­
'"1!ideration, and I am instructed to 
report it back to the Senate with 
the recommendation that it do pass 
with committee amendment, and be 
printed. 

HOPKINS, Chairman. 

Committee Amendment. 

Amend S. B. No. 153 by striking 
>0Ut the word "notify" in line 12, Sec­
tion 1, page 1, and inserting in lieu 
thereof th!! words "certify under his 
official seal accompanied by said 
-check." 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

:Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

·inal Jurisprudence, to whom was re­
:ferred 

S. B. No. 21, A bill to be entitled 
"An Act amending Article 658 of the 
·Code of Criminal Procedure of the 
'State of Texas, 19 25, and declaring 
:an emergency." 

Have had the same under con­
sideration, and I am instructed to 
Teport it back to, the Senate with the 
recommendation that it do pass and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, F,eb. 21, 1935. 

:Hon. Walter F. Woodul, President of 
the Senate. 

Sir: We, your Committee on Crim­
inal Jurisprudence, to whom was re­
ferred 

S. B. No. 22, A bill to be entitled 
"An Act amending Article 659 of the 
Code of Criminal Procedure of the 
State of Texas, 1925, and declaring 
an emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

STONE, Chairman. 

Committee Roport, 
Austin, Texas, Feb. 21, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 2 3, A bill to be entitled 
"An Act amending Article 666 of. the 
Code of Criminal Procedure of the 
State of Texas, 19 2 5, and declaring 
an emergency. 11 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. · 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

Hon. Watter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 24, A bill to be entitled 
"An Act amending Article 23 of the 
Code of Criminal Procedure of the 
State of Texas, 1925, and declaring 
an emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 51, A bill to be entitled 
"An Act amending Article 816 of the 
Code of Criminal Procedure of the 
State of Texas, and declaring an 
emergency." 
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Have had the same under con­
sideration, and I am instructed to 
report It back to the Senate with the 
recommendation that It do pass and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 21, 1936. 

Hon. Walter F. Woodul. President of 
the Senate. 

Sir: We, your Committee on Crim­
inal Jurisprudence, to whom was re­
ferred 

S. B. No. 5 2, A bill to be entitled 
"An Act amending Article 590 of the 
Code of Criminal Procedure of the 
State of Texas, and declaring an 
emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 21, 1936. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 20, A bill to be entitled 
"An Act amending .'lcrt;c!e 677 of the 
Code of Criminal Procedure of the 
State of Texas, and declaring an 
emergency." 

Have had the same under con­
sideration, and I am instructed to 
r<?port it back·to the Senate with the 
r~commf.ndation that it do pass and 
he printed. 

STONE, Chairman. 

Committee Room, 
Austin. Texas, Feb. 21, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence. to whom was re­
ferred 

S. B. No. 286, A bill to be entitled 
"An Act amending Articles 793 and 
9 2 0 of the Code of Criminal Pro­
cedure of the State of Texas, Revi­
sion of 19 2 5, and declaring an emer­
gency." 

Have had the same under con­
sideration, and I am Instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be not printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 20, 1936. 

Hon. Walter F. Woodul, President Of 
the Senate. 
Sir: We, your Committee on High­

ways and Motor Trattic, to whom 
was referred 

S. B. No. 77, A bill to be entitled 
"An Act to amend Section 6, para­
graph (d) of Article 91lb of the 
Revised Civil Statutes of the State 
of Texas, the same being Section 6, 
paragraph ( d) of Chapter 2 7 7, Acts 
of the Regular Session of the Forty­
second Legislature, 1931, as amended 
by the Forty-third Legislature, 1933, 
so as to include used ottice furniture 
and used store fixtures, and declar­
ing an emergency." 

Have had the same under con­
sideration, and I am Instructed to 
report it back to the Senate with the 
recommendation that it do pass with 
committee amendments and be 
printed. 

HOPKINS, Chairman. 

Committee Amendment No. 1. 

Amend Section 1 of S. B. No. 77 
by adding immediately after the 
words "traveling -public" and pre­
ceding the word "provided" the fol­
lowing: 

"Provided, according as to whether 
the nature of the service proposed 
to be rendered by the applicant shall 
be that of a common carrier or a 
contract carrier the commission shall 
require said applicant to assume 
substantially the same burdens as 
required by the other provisions of 
this Act of common or contract car­
riers." 

Committee Amendment No. 2. 

Amend S. B. No. 77 by adding 
thereto another Section to be known 
as Section 2, to read as follows: 

"The fact that the omission of the 
words 'used office furniture and used 
store fixtures' from the present stat­
ute has resulted in much confusion 
and inconvenience to warehousemen, 
and others desiring to move house­
hold effects, creates an emergency 
and an imperative public necessity 
that the constitutional rule requir­
ing bills to be read in each house on 
three several days, and the constitu­
tional rule requiring bills to take 
effect and go Into force ninety days 
after adjournment of the session, be 
suspended, and said rules are hereby-
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suspended, and this Act shall take 
effect and be in force from and after 
its passage, and it is so enacted." 

Committee Amendment No. 3. 

Amend s. B. No. 77 by adding to 
the caption the following words: 
"and declaring an emergency." 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

Hon. Walter F. Woodu!, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 5 3, A bill to be entitled 
"An Act amending Article 693 of 
the Code .of Criminal Procedure of 
the State of Texas, and declaring an 
emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pa~s. and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. ' 
Sir: We, yopr Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 159, A bill to be entitled 
"An A-:!t providing all persons, firms 
and corporations who are required 
to pay a tax to the State shall keep 
books and records of such business, 
and open for inspection by the tax 
collections o11'icials of the State, and 
providing a penalty for a refusal to 
permit an inspection by the tax col­
lection officials of such boards and 
records; and providing that this Act 
is cumulative of all other existing 
laws, and declaring an emergency." 

Have had the same under con­
sideration, and I am Instructed to 
report it back to the Senate with the 
recommendation that it do pass, and 
be printed. 

STONE, Chairman, 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

Hon. Walter F. WooduT, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal .Jurisprudence, to' whom was re­
ferred 

S. B. No. 160, A bill to be entitled 

"An Act amending Article 650 of the 
1925 Penal Code of the State of 
Texas. and declaring an emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass, and 
be printed. 

STONE, Cha,irman. 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 161, A bill to be entitled 
"An Act amending Article 5968 of 
the 1925 Revised Civil Statutes of 
the State of Texas, and declaring an 
emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass, and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 21, 1936. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 162, A bill to be entitled 
"An Act requiring all state officers 
and employees to make bond payable 
to the State, etc., and declaring an 
emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass, and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

Hon. Walter F. Woodul, President of 
th~ Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

s. B. No. 163, A bill to be entitled 
"An Act providing for a surety on 
bail bond to file with the county 
clerk a sworn inventory setting up 
certain informa tlon concerning his 
financial responsibility, etc., and de­
claring an emergency." 

Have had the same under con­
sideration; and I am instructed to 
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report it back to the Senate with the the recommendation that it do pass, 
recommendation that it do pass, and and be printed. 
be printed. STONE, Chairman. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 164, A bill to be entitled 
"An Art amending Article 5970 of 
the 19 2 5 Revised Civil Statutes of 
the State of Texas, and declaring an 
emergency." 

Have had the same untler con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass, and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

Hon. Walter F. Woodul, President of 
the Senate . 
• ~ir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 221, A bill to be entitled 
"An Act providing that it shall be 
the duty of the Comptroller of the 
State of Texas to notify, immediat­
ely, and thereafter. when a new 
Federal census if published by the 
United States Census Bureau, every 
fee officer, etc., and declaring an 
emergency." -

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass, and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texa.s, Feb. 21, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 222, A bill to be entitled 
"An Act providing that it shall be 
the duty of the county and district 
attorney to represent the State In 
all bond forfeiture cases, etc., and 
declaring an emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with 

Committee Room, 
Austin, Texas, Feb. 21, 1936. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: \Ve, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 244, A bill to be entitled 
"An Act amending Article 710 of the 
Code of Criminal Procedure or the 
State of Texas, and declaring an 
emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that It do pass, and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 245, A bill to be entitled 
"An Act requiring defendant after 
receiving a suspended sentence to 
make reports to the trial court, etc., 
and declaring an emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that It do pass, and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texa.s, Feb. 21, 1936_ 

Hon. Walter F_ Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 266, A bill to be entitled 
"An Act amending Article 793, 
Chapter 4, Title 9, Code of Criminal 
Procedure of Texas, 1925, and de­
claring an emergency." 

Have had the same under con­
sideration, and r am Instructed to 
report it back to the Senate with the­
recommendation that it do pass, and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 21, 1936. 

Hon. Walter F. Woodul, President of 
the Senate. 
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Sir: We, your Committee on Crim­
inal Jurisprudence, to whom was re­
ferred 

S. B. No. 307. A bill to be entitled 
"An Act relating to the procedure 
in criminal cases where the defense 
of an alibi is relied upon by the 
defendant etc., and declaring an 
emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 18, A bill to be entitled 
"An Act amending Article 710 of the 
Code of Criminal Procedure of the 
State of Texas, and declaring an 
emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

STONE, Chairman. 

Committee Room, 
Austin, Texas, Feb. 21, 1935. 

Hon. Walter F. Woodul, President of 
the Senate. 
Sir: We, your Committee on Crim­

inal Jurisprudence, to whom was re­
ferred 

S. B. No. 19, A bill to be entitled 
"An Act amending Article 714 of 
the Code of Criminal Procedure of 
the State of Texas, 1925, and de­
claring an emergency." 

Have had the same under con­
sideration, and I am instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

STONE, Chairman. 

PRELIMINARY REPORT AND 
RECOMMENDATIONS OF THE 

SENATE TAX PROGRAM 
COMMITTEE. 

To the Governor and the Forty­
fourth Legislature: 

In accordance with the provisions 
of Senate Resolution No. 16 passed 

by tho Fourth Called Session of the 
Forty-third Legislature, we, the un­
dersigned members of the Legisla­
tive Tax Program Co.mmittee, hereby 
submit the following report and 
recommendation: 

Object of The Committee. 

This committee had four- main ob­
jectives: 

1. To ascertain and study the 
present financial condition of the 
State; 

2. To ascertain from what 
sources our State revenues now come 
and on what property or business 
the tax burden falls; 

' 3. To determine who or what 
now escapes their fair share of the 
tax burden, inquiring into inequities 
and inequalities; 

4. To determine, if possible, 
what tax measures will eliminate the 
said inequities and Inequalities and 
what is needed to meet the present 
situation. 

It was not the purpose or inten­
tion of the committee to make a tax 
survey, but rather to make recom­
mendations and present bills to the 
Forty-fourth Legislature that will as 
nearly as possible meet the needs as 
they exist today. 

The committee had in mind first 
stopping up the leaks in our present 
system as far as possible; to make 
needed corrections, and, believing 
that every person in Texas should 
bear his or her share of government 
expenses according to "benefits re­
ceived" and "ability to pay," to sug­
gest to the House of Representatives 
such tax raising measures as will 
spread the base of taxation. If every 
person and every business contri­
butes their share, the cost of govern­
ment will not fall too heavily on 
anyone. 

The balancing of the budget is 
very desirable and yet we realize 
that that is not absolutely essential 
during one year. The present large· 
deficits should be reduced gradually 
until they disappear. 

Whether b.Y process of rearrang­
ing the component parts of our pres­
ent tax structure or to undertake its. 
revision actual and accepted equality 
in taxation cannot be achieved un-



462 SENATE JOURNAL. 

til certain problems, fundamental in 
character. are first solved; not the 
least among them, constitutional re­
strictions and inhibitions which of 
themselves make equality impossible 
of accomplishment no matter how 
earnest the legislative effort. 

This committee conceived the idea 
of inviting the people of Texas to 
express themselves frankly and forc­
ibly regarding the tax situation. Let­
ters were sent every member of the 
Legislature earnestly asking coopera­
tion and suggestions. Some five 
hundred letters were dispatched to 
various citizens in every section o:· 
Texas, representing every profession 
and trade. Prominent authorities on 
taxation and various organizations 
were invited to come in. The press 
carried these invitations and the peo­
ple of the State have responded en­
thusiastically. Approximately one 
hundred and fifty citizens, paying 
their own expenses, have appeared 
before us personally and nearly one 
.thousand letters have been received. 
'These personal suggestions and let­
ter.• have been carefully studied and 
.arranged into a large chart depicting 
a splendid cross section of the 
thought of Texans regarding tax 
problems. 

Realizing that tax raising meas­
ures mu8t originate in the House of 
Representatives, not only did we in­
vite every member of that body to co­
operate with us, but selected a com­
mittee of five representatives who 
were urgently- invited to sit with 
this committee and take active part 
in all of its deliberations. A large 
number of representatives visited the 
committee during its hearings and to 
those who visited us and to those 
who really accepted the invitation to 
participate and who rendered great 
assistance, the committee Is very 
grateful. 

Conferences were held with the 
heads and officials of many State de­
partments having to do with the col­
lection of taxes; the Comptroller, the 
Secretary of State, the Treasurer, 
the Tax Commissioner, the State 
Auditor, and the Attorney General. 
Many suggestions came from these 
department heads as to methods of 
stopping leaks and improving the 
present laws. From this source a 
vast amount of information was re­
·Ceived and this committee has in 
-every case endeavored to carry out 
the thoughts so expressed. To these 

officials and to the people of Texas 
in general the committee expresses 
its appreciation. 

COMMITTEE FINDINGS. 

The following information is 
taken from authentic records and 
evidence adduced before the com­
mittee. The effort is to give the 
facts in every case and not personal 
opinions or any member of the com­
mittee. 

State Bonds. 

Pages 62 and 63, Annual Report 
or the Comptroller of Public Ac­
counts, 1933, show that there are 
outstanding state bonds in the 
amount of $4,102,200.00. These 
bonds are held by the permanent 
funds of the schools, University, A. 
and M. College, and eleemosynary 
Institutions. No interest has been 
paid for many years. This seems to 
be one or the forgotten obligations 
of the State . 

Relief bonds authorized In 1933, 
the last of which are now being 
issued. amount to $20,000,000.00 . 
It requires approximately $2,500,-
000.00 of the General Fund annually 
to service these bonds. They cannot 
be paid from ad valorem tax. 

Total bonded Indebtedness of the 
State amounts to $24,102,200.00. 

Bonded Indebtedness of Counties, 
Cities, Schools and Roads. 

Page 5, Volume 26, Second Bien­
nial Report, 132, of the State Audi­
tor and Etriclency Expert shows that 
the bonded indebtedness of all the 
counties, schools, cities, road dis­
tricts, etc., in Texas on June 20, 
1932, was ............ $ 758,575,674.00 

Deducting sinking 
funds amount-
ing to-·-·.......... 49,967,839.00 

Leaves a net total 
for debt pur-
poses of ___ .. _____ $ 708,607,836.00 

The taxes collected for debt pur­
poses to meet payment of Interest 
and principal on local debts 
amounted to $53,333,660.00 an­
nually. During the past two years 
this bonded debt has been reduced 
$20,097,237.08, leaving $730,315-
898.36 from which should be de­
ducted the sinking funds on hand, 
which on June 30, 1933, amounted 
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to $45,499,102.02, leaving a net in­
debtedness of $684,816, 796.34 to 
which should be added current war­
rants outstanding estimated by the 
State Auditor to be $20,000,000.00. 

The Comptroller within the past 
few days has given us figures show­
ing that this total of local indebted­
ness amounts to only $580,764,-
889.07. We have not had time to 
reconcile the differences between the 
State Auditor's figures and the Comp­
troller's figures. The facts are that 
the State records regarding such 
matters are very unsatisfactory and 
this committee has had prepared and 
introduced a bill making it really 
mandatory for the several taxing 
units to correctly and properly re­
port their indebtedness to the Comp­
troller annually. This is S. B. No. 
166. 

Condition of State Funds. 

According to report of the Gover­
nor to the Forty-fourth Session of 
the Legislature, the following defi­
cits exist: 

General Fund esti-
mated as of Aug-
ust 31, 193 5 _______ $ 

Confederate Pension 
Fund ·-------·-·····--· 

Available Schoo 1 
Fund--------------------

9,443,822.89 

5,181,783.83 

703,57 6.02 

Total Deficits ..... $ 15,329,182.74 

Senator Woodruff of our commit­
tee has made a very exhaustive study 
of Confederate pensions and has 
compiled some information not here­
tofore made public. We recommend 
a careful reading of his treatise on 
this interesting gubject. 

CONFEDERATE PENSIONS. 

.In 1876 when the Constitution of 
Texas was adopted, Article 3, Section 
61, prohibited the Legislature from 
granting public funds to any individ­
ual, association of individuals, etc., 
except in case of public calamity. 

In 1894 an amendment to the 
Constitution permitted the Legisla­
ture to appropriate funds to found 
a home tor indigent and disabled 
Confederate soldiers and sailors, 
but restrict their expenditures to 
$100,000.00 per year. In 1898 an­
other amendment authorized them to 
grant aid to indigent· and disabled 
Confederate veterans and their wid­
ows in indigent circumstances. 

In 18 9 9 when the pension roll was 
inaugurated it contained 3,673 
names. It increased constantly until 
1915 when it reached 18,320 and 
from that time a steady decrease has 
taken place and in 19 3 4 there were 
8,006. 

The expenditures the first year for 
pension purposes amounted to $137,-
372.00 and have -constan.tly grown 
until in 1931 the amount reached 
$3,598,828.00, and In 1933 the 
amount was $3,242,564.00. 

From 1899 to 1912 the pensions 
were paid out of the General Revenue 
Fund, but at that time a constitu­
tional amendment permitted the Leg­
islature to levy an ad valorem tax 
of five cents on the one hundred 
dollar valuation and the Confederate 
Pension Fund was created. In 1924 
the tax rate was raised from five 
cents to seven cents. 

Legislative Acts of 1925 provided 
for the Comptroller of Public Ac­
counts to pay to each married indi­
gent veteran $50.00 per month and 
to each single indigent veteran and 
each widow in indigent circumstances. 
$25.00 per month. An amendment 
in 1928 provided that the Legislature 
grant aid to indigent and disabled 
Confederate veterans under such reg­
ulations as the Legislature deemed 
expedient. In the Acts of 1930, Fifth 
Called Session, the word "indigent" 
was omitted and at the present time 
many on the pension roll do not come 
under the dass "indigent." 

"rn 1930 a small deficit occurred in 
the Pension Fund due to the gates 
being opened wide and admitting all 
veterans and widows almost regard­
less of age, date of marriage, length 
of time they had resided in Texas, 
or their financial condition. The 
deficit has increased at the rate of a 
million dollars a year until at pres­
ent it has reached the five million 
mark. The receipts ·in this Fund 
amount to about Two Million Dol­
lars a year and we, your Tax Pro­
gram Committee, are of the opinion 
that some change in policy is ines­
capable and after careful considera­
tion we offer two possible solutions. 

First. The I.:egislature in 193 2 au­
thorized the transfer of Three Million 
Dollars ($3,000,000.00) from the 
Highway Fund to the Pension Fund. 
The Attorney General held that the· 
money so transferred was a revolv­
ing fund. In addition to this Three 
Million Dollar loan there exists a 
deficit of Two Million Dollars 
($2,000,000.00). Taking five years as, 
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a period to retire this deficit and to 
continue to pay to the single veter­
ans $25.00 per month and the mar­
ried veterans $50.00 per month, by 
paying the widows a maximum of 
$20.00 monthly and allowing for a 

decrease of ten per cent ( 10%) yearly 
as the estimated death rate, at the 
end of five years the deficit would be 
paid with the exception of the High­
way loan. Then by the elimination 
of another ten per cent (10%) as 
"non-indigents," the deficit could be 
retired in about four years. We feel 
in this respect the letter and the 
spirit of the Constitution should pre­
vail. 

Second. An alternative to the fore­
going would be for the Legislature 
to appropriate out of the General 
Revenue Fund at this time enough 
money to put the Pension Fund on a 
eash basis, with the exception of the 
Highway loan. It occurs that the 
situation in which the veterans now 
find themselves, having to discount 
their warrants drastically and with 
economic conditions such as they are. 
is a calamity little short, it any, of 
the contemplation of Article 3, Sec­
ti11n 51, of our Constitution. 

WHO PAYS THE TAXES? 

In 1931, according to the bulletin 
"Financial Statistics of Texas and 
Local Governments." issued by the 
U. S. Department of Commerce, 

"The total revenues collected for 
the State of Texa~ and all subdivi­
sions of the State amounted to $301,-
347 ,779.00 or an average of $50.71 
for each person in the State. Of this 
amount 

$110,738,248 was for the State. 
48,042,903 for the counties. 
64,333,347 for the cities, towns 

and villages. 
64,227 ,786 for the school districts. 
14,005,495 for other civil divi­

sions. 

The revenues colleeted include: 

$145,821,714 general property tax. 
2,781,527 special taxes. 
2,376, 796 poll taxes. 

54,833,229 licenses and permits. 
12,705,375 special assessments. 
43,728,576 subventions, donations 

and pension assess­
ments. 

10,028,141 interest, rents and 
highway privileges. 

16,947,527 earnings of public serv· 
ice enterprises. 

10, 7 0 9, 2 5 5 earnings of general 
departments; and 

1,415,639 fines, forfeits, and es­
cheats. 

"Of the $43,728,576.00 classified 
as subvention, donations and pension 
assessments $12,979,921.00 repre­
sents subventions by the Federal 
Government to the State principally 
for highways." 

Page 4, Volume 26, Second Bien­
nial Report, 1932, of the State Au­
ditor and Efficiency Expert shows 
that the total amount of taxes col­
lected by local units of government, 
including the State ad valorem and 
other taxes administered locally dur­
ing the previous fiscal period, was 
~151,368,084.00. This amount 
shrunk about $30,000,000.00 dur­
ing the next year so that during 
19 3 3 the total tax eollectlons 
amounted to approximately $120,-
000,000.00. 

Add to the taxes 
collected by local 
units above ___ $151,368,084.00 

Highway license fees 13,073,490.00 
Other State taxes 

collected from c ll 
sources as shown 
in Comptroller's Re-
port .. 43,529,494.00 

Which makes the en­
tire tax burden of 
the State and all lo­
cal units of govern-
ment ---· $207,971,068.00 

In 1934 for th~ first time the 
$3,000.00 Homestead Exemption ap­
plied and the Auditor reports to us 
that the State lost approximately 
$4,000,000.00 in ad valorem tax from 
that source that year, the value of 
the Homestead Exemption being es­
timated at $566,022,061.00. 

Real Estate ~urden. 

From figures furnished us by Mr. 
L. P. Gabbard: 

"Of the total property assessed, 
real estate was 75.3%, chattels 21.8% 
and intangibles 2.8%. 

"The probate records reveal that 
real estate constitutes 50.6% of prop­
erty, whereas it constitutes 75.3% 
of all assessed property. Intangible 
property which comprises 45.9% of 
all property passing through probate 
constitutes about 2.8% of all property 
assessed. Chattels constitute 3.5% 
of probated property representing 
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21. 8 % of all assessad property. Th us 
it is seen that tangible forms of 
property constitute 97.1% of all 
property assessed." 

Real estate's total net income in 
the United States is $4,754,000,000-
.00, and its tax bill is $4,553,000,000-
.00, leaving less than 13 of the in­
come ear·ned by the investment. 
These figures show that real estate, 
particularly in towns and cities, has 
become a liability instead of an as­
set. 

Since real estate is the foundation 
of all wealth-to which we must look 
for both food and raiment-and since 
the home is the cornerstone on which 

our government rests, we deem It 
very necessary to correct these con­
ditions. 

From the best figures obtainable 
30% of the peopie of Texas own 
property and therefore pay all of the 
ad valorem taxes. The 70% remain­
ing who do not own or render prop­
erty for taxation never darken the 
door of the tax collector's otrice un­
less to pay a poll tax so that they 
may vote or to pay license fees on an 
automobile. 

Other Tax Sources. 

The following figures were given 
us by the Comptroller's Department 
for the year ending August 31, 1934: 

Crude oil for the year-364,721,615.41 barrels on which tax 
was paid amounting to ----------------------------·-----------------------$ 7, 4 7 8 ,0 5 8. la 

Tax paid on cement _____ -------------------------------- 156,367.59 
Gross Receipts Taxes were collected as follows: 

Express companies ------------------------------$ 49,117.15 
Telegraph companies ------------------------ 47,782.37 
Utility companies ________ ------·-··----------- 4 98,827. 72 
Collection agencies ------------------------ 2, 60 7. 2 3 
Carline companies ----------------------------- 2,351.37 
Natural gas ___________ ____________________ 188,077.27 
Casinghead gas ----------------------------- 40,879.10 
Textbook publishers ___________________ 17 ,880.65 
Telephone companies ------------------ 407 ,523. 75 
Sulphur companies ____ _____________ 905,952.83 
Beginners tax ---------------------------- 11, 121. 8 8 
Pullman companies ________________ 32,894.38 
Misc. (Off Fee)__________________________ 484.00 

$2,205,499. 70 
Delinquent oil tax collected on audits 

for year ---------------------------- 159,577.99 

Total 2,365,077.69 

Grand Total --------------------------------------------$ 9, 9 9 9, 50 3. 4 O 

The committe has not had time 
to check the gross receipts taxes paid 
by the various companies above. We 
do not express any opinion as to 
whether they are fair or not. At­
tention is directed to the tax col­
lected on natural gas, $188,077.27-
which we believe is entirely too 
small and which is attempted to be 
raised by House Bill No. 287, al­
ready introduced. The Comptroller's 
Department thinks that this bill if 
passed would bring approximately 
$1,500,000.00 annually into the 
Treasury. It wm be observed that 
casinghead gas paid .only $40,879.10. 

We do not believe that the same tax 
should apply to natural gas and cas­
inghead gas. The latter is more in 
the nature of a conservation meas­
ure and there should be a ditrerence 
in the two although it will require 
very close study to determine the in­
equities. 

In order that a careful study may 
be made of the total receipts and dis­
bursements of the State and to get 
the trend of the same as far as pos­
sible, we show this information taken 
from the Comptroller's reports for 
the years 1933 and 1934. It is in­
teresting to compare the two. 
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HOW THE STATE'S DOLLAR WAS OBTAINED 

(STATE COMPTROLLER'S STATEMENT) 

Year Ended 
Source August 31, 1933 

Ad Valorem Tax_________________ ------------------$ 20,559,737.71 
Inheritance Tax___________ ______ ____ 583,423.63 
Poll Tax ___________ _____ 1,031,766.23 
Gross Receipts Tax_ 6,638,986.14 
Insurance Companies Occupation Tax_ 2,014,408.50 
Orcupation Tax (Other) ________________ 126,272.07 
Cigarette Stamp Tax 3,167,064.02 
Fur Tax 14,426.10 
F'ish and Oyster Tax_ 13,710.97 
Gasoline Tu _________________ 26,891,612.68 
Franchise Tax 1,310,473.40 
Fire Insurance Comm. Maintenance Tax 173,480, 7 2 
Workmen's Compensation Insurance 

Commission Maintenance Tax 46,914.35 
.Licenses (Including Automobile)____ 4,884,030.22 
llndistributed Receipts from Collectors -----------------------­
Casualty and Auto Fire Maintenance Tax ----------------------­
Beer Stamp Tax __ --------------- ------------------------

Total Taxes and Licenses---------------$ 67,456,306.74 

Fees and Permits ------------------$ 
Land Sales, Rentals and Royalties _________ _ 
Sale of Commodities and Properties _______ _ 
Court Costs, Fines, and Suit Settlements 
Interest and Penalties __ 
Miscellaneous Revenue 
•county, Federal, and Other Aid ___________ _ 

1,205,602.13 
2,258,887.67 

356,642.64 
187,604.66 

3,5 7 5 ,231.00 
512,28'7.35 

•13,993,656.38 

Year Ended 
August 31, 1934 
$ 22,187,027.43 

590,640.73 
1,641,870.46 
8,843, 7 06.35 
1,959,172.50 

59,721.65 
4,007,845.82 

15,309.05 
7,762.82 

30,656,059.73 
2,233,716.84 

139,409.67 

45,913.66 
4,879,464.68 

598,249.13 
7,677.16 

1,073,420.81 

$ 78,946,868.48 

$ 2,157,145.38 
5,154,035.04 

22,391.67 
198,122.25 

4,139,946.29 
989,467 .29 

• 21,388,065.35 

Total Revenue Receipts --------------------$ 89,546,218.57 $112,996,041.76 

HOW THE STATE'S DOLLAR WAS EXPENDED 
(STATE COMPTROLLER'S STATEMENT) 

Year Ended 
Purpose August 31, 1933 

Legislative -------------$ 726,200.33 
Judicial ______ ______ ______ 2,364,119.23 
Executive and Administrative----------------- 1,365,156.08 
Military and Law Enforcement 881,311.05 
Regulation of Business and Industry_'_____ 1,366,423.01 
Conservation of Health and Sanitation.___ 310,836.26 
Dt:velopment and Conservation of Natu-

ral Resources ---------- .. - _________________ _ 
High way" __________________ _ 
Eleemosynary and Correctional __ .. ______ __ 
Education: Support of Free Schools 
Higher Education 
Eleemosynary Education __ --------------------­
Parks ·and Monuments __ 
Pensions -------------------------- ---------------------
Miscellaneous Governmental Costs _________ _ 

1,698,826.20 
49,589,036.00 

5,421,456.31 
28,848,767.05 
11,374,824.55 

305,663.75 
19,789.10 

3,242,564.15 
407,477 .72 

Payment on Public Debt_________________________ ---------------------
Relief ___________ -------------------------------------- --------------------

Total Cost of Operating State Gov .... $107,922,450.79 

Year Ended 
August 31, 1934 
$ 316,493.16 

2,067,210.11 
1,433,220.69 

575,488.95 
1,108,890.87 

284,785.89 

2,028,615.41 
44,875,367.01 

5, 773,696.21 
35,132,966.87 

6,329,363.79 
328,446.64 

13,051.64 
2,860,725.45 

60,332.13 
162,958.00 

10,360,007.23 

$113, 711,619.94 

(Note: The large local funds of the higher educational Institutions, ex­
cept part of those of the University of Texas and A. and M. College, do not 
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pass through the State Comptroller and State Treasurer and are not in­
cluded in these totals. Also dther miscellaneous local funds do not pass 
through the Comptroller and Treasurer.-Board of Control.) 

TAX EVADERS. 

Itinerant Merchants. 

Evidence introduced before this 
committee shows that there is still 
a large number of business firms, In­
dividuals, and corporations operating 
in Texas that pay very little taxes, 
and some of them none at all. Among 
such a group Is included Itinerant 
merchants. These people usually 
handling so-called bankrupt stocks 
of goods move Into a community, fre­
quently In the fall of the year, and 
undersell the legitimate permanent 
merchants who are required to con­
tribute largely to the maintenance 
of their local communities. These 
local merchants who pay taxes and 
support schools are entitled to pro­
tection, and Senate Bill No. 188 has 
been introduced in an endeavor to 
meet this need. 

Loan Brokers and Finance 
Companies. 

Facts developed before this com­
mittee show that the wage earners 
of America are In debt to the 
amount of fourteen and one-hair bil­
lion dollars. Individual cash loans, 
for necessitous purposes, form a 
large pa.rt of this. 76% of the wage 
earners qualify as potential custo­
mers of loan agencies. In time of 

sharp need they turn automatically 
to available sources of ·credit. There 
are established commercial banks 
and brokers who demand tangible 
securities for loans, but the small 
borrower, unable to comply with the 
credit requirement, must look else­
where. 

The total amount owed currently 
to professional lenders is estimated 
at $1,720,000.00. In many states 
the lenders are permitted to charge 
from 303 to 42% per annum. The 
money lenders, of course, borrowing 
from the banks at 63 or less. The 
handling of this traffic has become 
the basis for the inception and rapid 
growth of what may be the country's 
most lucrative industry-the per­
sonal loan business, or, as it is 
known in certain circles, "the 42% 
racket." 

In Texas pawn brokers pay a 
franchise. tax when incorporated. In 
1931-1932 they paid an occupation 
tax which amounted to $17,127.07, 
and in 1932-1933 t,hey paid $11,­
ooo.oo. 

This committee's attention has 
been called to the fact that a large 
number of foreign finance companies 
operating in Texas do an annual 
business running Into millions of 
dollars and pay no taxes whatever 
except a small franchise tax as fol­
lows: 

Name of Company 1933 1934 1936 
C. I. T. ---------------------·--·-.. ·-·-·---------$ 74.60 $ 16.94 $ 45.60 

10.20 
1,671.00 

Commercial Credit -·-----·--·---·-------·-•---- 10.00 10.34 
1,878.50 General Motors Acceptance Corp, __________ 2,512.00 

These are very small sums for 
permission and protection of doing 
millions of dollars· of loan business 
in this State at an exceedingly high 
rate of interest. 

Our attention has further been 
called to the fact that the large hold­
ing companies owning a majority of 
the stock of some of the largest cor­
porations actively doing business in 
Texas do not even have a permit to 
enter this State, and they pay no 
taxes whatever. 

These and the companies that fi­
nance the purchase of automobiles, 
radios, refrigerators and merchan­
dise of that character, undoubtedly, 
should be brought under pro.visions 

of the tax laws of this State and 
compelled to contribute their just 
proportion of the taxes. A bill that 
will accomplish this result is exceed­
ingly hard to write. During the very 
limited time this committee has had 
to work it has been unable to pre­
pare such a measure, but we direct 
the attention of the Legislature to 
this subject and point it out as a very 
fruitful source of taxation. 

Brokers and Commission 
Merchants. 

Brokers and comm1ss1on mer­
chants operate large and lucrative 
lines of business In Texas without 
paying taxes to any extent. They 
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escape the payment of taxes under 
the plea that they are doing inter­
state business; their sales being con­
summated in another state. Atten­
tion is directed to this line for study 

Tabulating Machines. 

An official has stated to the com­
mittee that the State of Texas pays 
about $30,000.00 per year to the 
owners or tabulating and punching 
machines used in many State depart­
ments. These machines are not 
sold, but leased. The two machines 
used by the Relief Commission of 
Texas pay a rental of $800.00 per 
month; the owners of these ma­
chines have refused to render them 
for ad valorem taxes even. The 
committee believes that they should 
pay their part of the cost of the 
State government, and respectfully 
direct the attention of the House of 
nepresentatives to this valuable 
property which does not anywhere 
appear on the tax rolls. 

The above is just a few of the 
lines of endeavor in the State that 
are escaping taxation almost alto­
gether. 

Building Permits. 

Incorporated cities require build­
ing permits. The committee's atten­
tion has been called to the fact that 

· this would be a good plan with ref­
erence to all construction outside of 
the cities. We are, therefore. rec­
ommending the passage of a bill that 
will require anyone desiring to make 
improvements amounting to more 
than $250.00 outside of cities be re­
quired to obtain a permit from the 
tax collector. This information will 
be filed in the tax collector's office 
and will be very helpful in arriving 
at proper values of property for as­
sessment. 

Injunctions Against State Taxes. 

It seems to be a common practice 
for individuals and firms to enjoin 
the Comptroller or other State au­
thorities from collection of State 
taxes. These cases are taken into 
court and kept there as Jong as pos­
sible. A case in point Is that or 
marble machines. Two years ago 
the Legislature passed a bill taxing 
these amusement devises, which 
were draining the State of millions 
of dollars. By the time the Ink was 
dry on the Governor's signature ap-

proving this measure the Comptrol­
ler was served with an injunction 
enjoining the collection of this tax. 
The case has been in the courts 
more than two years and is still 
pending. In the meantime, the ma­
chines have operated day and night 
by the thousands and in order to 
prevent this practice the committee 
has prepared and introduced a bill 
requiring the court hearing such in­
junction proceedings to place such 
cases at the head or the docket, 
hearing and trying such injunction 
cases immediately. This will cer­
tainly prevent such cases remaining 
on the court docket for years. An­
other provision of the bill is that 
the amount of taxes sought to be 
enjoined shall be deposited with the 
clerk of the court and an additional 
deposit made when installment of 
said tax is due while the case Is 
pending. Another feature is that no 
person or firm who Is not a party to 
the original suit may take advant­
age of any such injunction. 

Taxes on Busses, Trucks and Auto­
mobiles. 

The Ninth Biennial Report of the 
State Highway Department for the 
year ending August 31, 1934, page 
29, shows that 1,337,766 motor vehi­
cles of every character were regis­
tered for that year. The total gross 
license fees paid amounted to $14,-
394,873. 26. After making some de­
ductions the total license fees net 
to the several counties amounted to 
$9,178,019.96 and to the State 
$4,622,501.91. The counlies, there­
fore, received 66.5 % of the net li­
cense fees while the State received 
33.5%. In passing, it may be stated 
that these license fees are practically 
the only money which many of the 
county commissioners have available 
for the building and maintenance of 
county roads. 

From almost all over the State in­
formation has been brought to this 
committee that few automoblles are 
assessed for ad valorem taxes and of 
those assessed few pay the ad valo­
rem tax. Since the State Is badly In 
need of funds, and since it Is the 
desire of this committee to endeavor 
to stop every leak possible In the 
present system of taxation, and since 
our present laws require that auto­
mobiles be assessed as all other prop­
erty, we concur In the recommenda­
tion made by the Tax Survey Com-
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mittee, created by the First Called 
Session of the Forty-second Legisla­
ture, which reads as follows: 

"As a result of a careful study 
and analysis of the ad valorem taxes 
paid by busses and trucks, it is our 
belief that not only carriers for hire 
but all owners and operators of mo­
tor vehicles should be required, as 
a condition precedent to registration, 
to exhibit to the tax collector a re­
ceipt or receipts for all ad valorem 
state, county, and city taxes where 
such person or applicant resides in 
such incorporated city, which shall 
cover taxes that became due on each 
vehicle in the preceding year, or, in 
lieu . thereof, shall satisfy such col­
lector by affidavit that such vehicle 
was not subject to taxation during 
the preceding year. In accordance 
with this finding, we recommend the 
enactment of the following suggested 
bill, or a measure of similar char­
acter." 

This committee has prepared such 
a bill and introduced the same. 
(S. B. No. 60.) 

Drug Store Whiskey. 

Until such time as the Constitution 
shall be amended upon the subject of 
legalized sale of intoxicating liquor, 
we think that the present practice of 
general liquor sales by drug stores 
of authorized medicinal permits 
should be amended to• increase the 
retail druggist permit fee, and to in­
crease the wholesale druggist sale 
permit. We think, further, that a 
consumers tax on the wholesale pur­
chase should be levied against the 
ultimate consumer, collected by the 
retail druggist and remitted to the 
State Comptroller. In this connec­
tion, we are of the opinion that the 
State Comptroller should be given 
more power to enforce the collection 
of these permit fees and consumers 
tax. Based upon the findings of· the 
Senate Committee to investigate 
crime, enormous quantities of hard 
liquor are being sold by drug stores, 
in many instances, in violation ot the 
law with reference to physicians' pre­
scriptions. We have attempted to 
draft two bills, designed to eliminate 
this wide-spread violation of the law 
and to collect taxes on medicinal 
liquor sord by drug stores. 

Theatres. 

The committee's attention was di­
rected to the fact that there are a 
number of film brokers operating in 

Texas doing business running into 
millions of "dollars annually and pay­
ing no taxes whatever. Attention 
has also been called to the tax on 
theatres. It seems that a theatre in 
a small town pays exa'Ctly the same 
license fee as one in a city. We have 
taken these facts under considera­
tion and a bill is being drafted to 
tax the film brokers and theatres in 
a more equitable mann.er. 

Intangible Wealth. 

In 1929-30 government statistics 
estimated the wealth of Texas to be 
$12,785,000,000.00. In 1933 from 
the same source the estimate was 
$10, 25 0,0 00,000. 0 0. 

From the Comptroller's report of 
1933 we find the total assessment 
of property for ad valorem tax 
to be·--··--------------------$3, 764,139,512.00 
Less homestead ex-
emption ---------------- 566,022,061.00 

Leaving subject to 
State ad valorem 
tax ------------------------$ 3 ,19 8,11 7 ,451.00 

Of this amount real 
estate was ____________ $2,l 71,789,008.00 

Leaving- to cover 
all other property 
the amount of ______ 1,026,328,443.00 

$3,198,117,451.00 

This shows the portion borne by 
real estate to be 64.73. 

In 1934 the State Auditor tells us 
that property in Texas was assessed 
at about 50% of its true value. Ac­
cording to this rate we get $2, 721,-
720,976.00 to represent intangible 
wealth in Texas. 

For 1934, from the Commissioner 
of Banking, we found the deposits 
in all banks in Texas to be $851,-
183,085.00, while 1.12% of this 
amount was rendered for taxation. 

Deducting cash in banks from total 
intangibles, we have left $1,870,-
537,891.00 which must represent 
notes, bonds, mortgages, etc., and 
are practically untaxed. 

A very thorough study of intang­
ibles has been made by Senator Ar­
thur P. Duggan and detailed infor­
mation on same will be found farther 
on in this report. 

A bill is being prepared whereby 
notes, bonds: and mortgages may be 
brought to hear their just burden of 
taxation. 
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CORRECTIVE MEASURES. 

This committee had just about 
three weeks to work following the 
adjournment of the Fourth Called 
Session of the Forty-third Legisla­
ture and the convening of the Forty­
fourth Legislature. With several 
very loyal assistants we worked al­
most night and day to prepare mea­
sures that we hope will be helpful 
in eliminating some of the inequali­
ties and raise sufficient taxes to cut 
the deficit and help carry on the 
current expenses of the State. Among 
such measures are the following: 

S. B. No. 11. Injunction Bill-To 
put an end to injunction suits pend­
ing in court indefinitely. 

Ad Valorem: 

S. B. No. 60. Motor Vehicle Ad 
Valorem Tax Bill-Requiring auto­
mobile owners to pay ad valorem tax 
before getting license plates. 

S. B. No. 114. Delinquent Ad 
Valorem Tax Blll-(Estlmated reve­
nue increase, 6 mili,on)-ln accord 
with constitutional amendment, Arti­
cle VIII, Section 13. 

Occupation Tax: 

S. B. No. 61. Amending Article 
7058-Requiring express companies, 
by steam, rail or water, to report 
quarterly on gross amount collected 
and uncollected. 

S. B. No. 62. Amending Article 
7059-Requiring telegraph lines to 
report quarterly on all gross amounts 
collected and uncollected for preced­
ing quarter .. 

s. B. No. 189. Collection or occu­
pation tax by Comptroller-To more 
effectively collect occupation taxes. 

H. B. No. 401. Requiring agents 
soliciting orders for out of state dla­
tributors to pay license of $160.00 
each. 

Gross Receipts: 

H. B. No. 287. Tax crude oil pro­
duction 3c per barrel. 

H. B. No. 288. Tax of 115 of le 
per thousand cubic feet of natural 
gas. 

Bills to regulate bonds Issued by lo­
cal units of government: 

S. B. No. 165. Relating to invest­
ment of sinking funds created for 
paying bonds of county, city, town, 
school district or improvement dis­
trict. 

S. B. No. 166. Requiring school 
districts and improvement districts 
to file annual reports with the Comp­
troller relating to their finances, 
debts, obligations, sinking funds, tax­
able values and other resources. 

S. B. No. 194. Relating to deposi­
tories of the public funds of counties, 
political subdivisions, improvement 
districts, school districts, cities, 
towns and villages in the State. 

S. B. No. 200. Providing that no 
commissioners' court or governing 
body of any city or town shall make 
contracts call!ng for or requiring 
the expenditure or payment of 
$2,000 or more without first submit­
ting such to competitive bids; etc. 

H. B. No. 246. Amending Article Other Corrective Measures: 
7060-Taxing gas companies In 
towns under 2500 and in counties 
(all utilities). 

S. B. No. 6'3. Amending Article 
7061-Collecting agency or credit re­
porting agency to report quarterly on 
gross amount collected and uncol­
lected. 

S. B. No. 66. Fixing and chang­
ing the date for the County Judge to 
prepare the budget for the county 
and also changing aate for commis­
sioners' court to have public hear­
ing; etc. 

S. B. No. 64. Amending Article Cigarette Tax: 
7070-Telephone lines to report on 
gross amount collected and uncol­
lected. 

Amending H. B. 678, Chapter 153, 
Forty-third Laws. ( Clgarette--estl­
ma~ed revenue Increase H m!lllon.) S. B. No. 65. Amending Article 

7073-Changing rate or tax for first Gasoline Tax: 
quarter for concerns beginning in 
business. 

H. B. No. 248. Amending Article 
7075-Addlng 63 interest to tax 
and penalty after they become delin­
quent. 

S. B No. 188. Itinerant Merchant 
Blll-To protect the legitimate home 
merchants. 

Amending .H. B. 
Forty-third Laws. 
estimated revenue 
lion.) 

247, Chapter 44, 
(Motor Fuel­

increase 1 i mil-

Amending H. B. 246, Chapter 46, 
Forty-third Laws. (Inferior Motor 
Fuel-estimated revenue increase t 
million.) 
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Beer Tax: 

Amending H. B. 122, Chapter 116, 
Forty-third Laws. (Beer-estimated 
revenue Increase :!; million.) 

L1quor Tax: 

Stamp tax on drug store whiskey. 
Higher permit fee on drug stores 

selling liquor (i ·of tax to go to 
counties). 

Stamp Tax on Cigars: 

Stamp tax on bonds, mortgages, 
and notes: 

Tax on loan brokers. 
Tax on finance companies. 
Tax on theatres. 
Tax on film brokers. 
Tax on tabulating machines 

rented or leased in the State. 
Tax on goods in warehouses. 
Tax of le per thousand cubic feet 

on gas produced, etc. 
Tax of $15 per mile oq easements 

situated within a city. 
Tax of $10 per mile on easements 

situated outside of city. 
Tax of 5% on sales of radios. 
Tax of 3% on electric refrigera­

tion. 
Tax of 15 % on pari-mutuel bet­

ting. 
Defining "homestead." 
Senator T. J. Holbrook has made 

a very extensive study of the income 
tax and the sales tax and has writ­
ten an article on each whlcl;i. appear 
aa the 1ast two sections of this re­
port. 

A NEW CONSTITUTION. 

It has been observed by this com­
mittee during its study of the fiscal 
affairs of this State that a new Con­
stitution is needed In Texas. The 
present Constitution was adopted In 
18 7 6 and the past fifty-nine years o · 
progress have added so many new 
problems which were neither fore­
seen nor provided for in the old 
Constitution, that it is practically 
impossible to meet the needs of the 
present day. No better proof is 
needed to establish this fact than 
to take notice of the amendmenh 
that are offered at each recurrent 
session of the Legislature. If the 
amendments that have been, and will 
be, proposed during this present ses­
sion of the Legislature are submit­
ted to the people, it will involve a 

cost greater than that which a con­
stitutional r.onvention would require. 
This committee is not alarmed over 
the possibility of leaving out any of 
the fundamentals which are written 
into the present Constitution, such 
as the Bill of Rights, Homestead 
Laws. etc. But it does see the neces­
sity of shaping the old Constitution 
into a better form so that it would 
serve the people at this time .at least 
as well as it did our pioneer fathers 
in the oxcart day. We have no 
patience with those who say that 
"this is not the proper time to write 
a constitution." for that hackneyed 
expression has been ueed for more 
than a fourth of a century. The 
fact is. we have just as able and 
patriotic men and women in Texas 
as we did in 1876. Certainly our 
forebears who lived fifty-nine years 
ago in this State could not vision 
nor comprehend the changes that 
have taken place since then, and it 
is idle to say that we of this genera­
tion are not as fitted to prepare the 
way for our happiness and liberty 
in as able a manner as our fathers 
did. During the more than half 
century which has passed since its 
adoption, amendments have been 
plastered on so thickly that it has 
become a veritable statute book. 
rather than a simple declaration of 
fundamental law. We believe, and 
say to this Legislature. that a far 
better tax system could be set up 
than that which we now have, by 
re-writing the Constitution and 
bringing the terms of it so as to bet­
ter flt our present needs. 

We, therefore, recommend that a 
joint resolution, calling for a con­
stitutional convention at an early 
date, be presented to the Legisla­
ture for its consideration and adop­
tion in order that the people of this 
State may have a chance to express 
themselves on the matter. In pre­
senting this resolution. we believe 
that as small a number of delegates 
as possible should be selected. pref-· 
erably one from each senatorial dis­
trict In the State and not to exceed 
five at large. 

REGULATING THE ISSUANCE AND 
APPROVAL OF BONDS, ETC. 

Attention of this committee has 
been drawn ·to the fact that many 
counties in this State have suffered 
great losses in the matter of unwise 
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investments providing for sinking 
funds to cover outstanding indebted­
ness. It is the judgment of the com­
mittee that a law should be enacted 
so as to compel the commissioner's 
court of any county, the governing 
body of any city or town, the board 
of trustees of any independent 
school district or other school dis­
trict. or school community, or the 
proper authorities of any improve­
ment district of whatever class and 
however organized before purchasing 
any bonds as investments for their 
respective sinking funds created for 
the redemption and payment of the 
outstanding bonds of such county, 
dty or town, district or community, 
to have the treasury or depository 
thereof first secure the approval of 
the State Depository Board and 
within fifteen days from date of the 
purchase of such bonds to make writ­
ten report of such purchase to the 
State Comptroller of Public Ac­
counts, and which report shall show 
in detail the kind or character of 
the bonds to be purchased or ac­
quired, the date and serial numbers 
thereof, the rate of interest thereon, 
the interest and maturity date, the 
denomination of each bond and date 
-0f maturity, and the amount of such 
purchase price. 

A strong penalty for the failure to 
. secure such approval should be en­

acted. A statute of this kind should 
prove to be helpful In checking these 
losses. In addition to that, the Con­
stitution of the State should be so 
amended as to authorize counties, 
cities and towns by a referendum 
vote to adopt a public debt limit in 
lieu of the ad valorem tax rate 
limits now prescribed therefor. Such 
a provision would not repeal any 
part of the Constitution relating to 
the tax rates now prescribed for 
these subdivisions; it would leave 
them intact. In other words, if any 
county, city or town may desire to 
substitute a debt limit, say for ten 
per cent of the assessable tax values 
and to levy an ad valorem tax in 
payment of existing and future debts 
within such ten per cent limit, by 
the levying of an ad valorem tax 
without limitation as to rate, it 
would have the right to do so in case 
the qualified voters thereof desire to 
substitute such debt limit. This 
constitutional amendment, if adopt­
ed, would, of course, not be e!l'.ec­
tive in any county unless and until 

a majority of the qualified voters so 
ordered. 

This committee has further given 
serious attention to the matter re­
lating to depositories of the public 
funds of the counties, cities, towns 
and villages in this State and be­
lieves that the present law should 
be materially changed so as to pro­
vide greater safety to the taxpaying 
public and recommends several cor­
rective measures. 

STATE PERMANENT SCHOOL 
FUNDS 

As of August 31, 1934, the Audi­
tor's report shows bonds owned by 
the Permanent School Funds of the 
State of Texas, amounting to forty­
three million nine hundred sixty-two 
thousand nine hundred ninety-seven 
dollars and fifty-five cents ( S4 3 ,-
962, 997. 55). On page 18 to 25 In­
clusive, of the State Auditor's re­
port, as of. June 30, 1933, wm be 
found some very interesting and 
pertinent information regarding the 
matter of purchasing refunding 
bonds by the State Board of Educa­
tion when the original bonds were 
held by the permanent school fund. 
While this matter might not be 
properly within the review of this 
committee, it necessar!ly came under 
our observation during the time we 
were engaged in analyzing the fiscal 
a!l'.airs of the State. The Auditor's 
report w.11s that in many Instances re­
funding bonds of independent and 
common school districts throughout 
the State, have been purchased by 
the State Board of Education at par, 
when in fact the original bonds were 
selling on the market at much below 
par. We are not laying any blame 
on the State Board of Education in 
this matter. for the reason that the 
law governing purchase of this class 
of bonds by the State Board of Edu­
cation will not permit them to pur­
chase such bonds below par. We do, 
however, call the attention of the 
Forty-fourth Legislature to the fact 
that there are millions of dollars 
worth of these bonds now held and 
owned by the permanent school fund 
that could not possibly be sold for 
anything like near the par value. 
We deem it necessary for the school 
board to hereafter make close 
analysis of all refunding bonds that 
are ottered for sale. The Permanent 
School Fund is certainly the most 
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important investment the State has 
in the matter providing for the edu­
cation of this and future generations, 
and if any losses are incurred 
through neglect, ignorance, or lack 
of foresight in the matter of .de­
termining the value before purchas­
ing, it would certainly be a calam­
ity. 

This committee believes that the 
matter of investing and re-investing 
moneys constantly coming into this 
fund, should be in the hands of those 
who are experts in such matters. We 
also believe that if it is to be left 
in the hands of the State Board of 
Education to make these investments 
and look after the collection of these 
funds, that they should employ some 
person who is thoroughly versed in 
the bond business and who is able 
to determine the soundness of any 
investment before it is made. We 
recommend that the Legislature give 
this matter careful consideration to 
the end that the bonds now owned 
may be closely analyzed by someone 

. who is capable of doing so in order 
to ascertain their present value, and 
that this value should be made 
known to the Legislature. In addition 
to that, the State Board of Education 
should be supplied with advice from 
someone who is not only versed in the 
matter of purchasing bonds but who 
is recognized as a sound financier. 
It might be possible to have a state 
board of education who is thor­
oughly qualified in the matter of 
setting up and running the schools 
and giving advice as to a proper cm·­
riculum to be pursued in the schools, 
etc., and at the same time said board 
might not have the required infor­
mation to take charge of and handle 
these investing funds. The matter 
of conserving these funds is a big 
job in itself and it is the opinion of 
this committee that it would prob­
ably be best to create a board whose 
duties it would be to look after these 
funds from all the angles mentioned. 
The fact that the investments are 
not now first class and many of 
them are of doubtful value, creates 
such an emergency that this matter 
have preferred attention, and the 
hope of this committee is that this 
will be done. It is our understand­
ing that all boards of education 
heretofore have given this matter 
such attention as they could, but the 
fact is their meetings are too in­
frequent to keep them in constant 

touch with the situation. Besides 
this, they have no qualified person 
employed who can give his whole 
time and attention to this very im­
portant matter. It will further be 
noted that the University Fund, 
which is much smaller than the 
State Permanent School Fund, has 
been more efficiently managed by 
reason of the fact that they have an 
expert bond man who gives his whole 
time to. the matter of making invest­
ments and collections. We think 
perhaps the Legislature made a mis­
take some years ago when it passed 
a law prohibiting the State Board of 
Education from purchasing school 
district bonds at less than par, when 
as a matter of fact, these bonds have 
sold since that time all over the 
State at considerable discounts; 
which on its . face would indicate 
that they were standing on a weak 
structure. Then, too, the very fact 
is patent that a refunding bond is 
one which had already reached the 
state of default; otherwise, there 
would have been no necessity for is­
suing refunding bonds. 

The Legislature in the past has 
also passed a bill wl).ich widened the 
field for these investments and this 
committee believes that in view of 
the fact that many of these bonds 
are weak and unless strengthened 
materially by some form of taxation, 
will eventually be defaulted in pay­
ment of either principal or interest, 
or both. It would be wise for the 
Legislature to now look into this 
feature carefully and if necessary, 
restrict th.ese fields of investment 
even to the point of prohibiting our 
permanent school funds from being 
invested in anything except the 
bonds of the State or National Gov­
ernment. It is true that interest 
rates may be lower if investments are 
restricted to this field, but on the 
other hand, it is certain that the 
principal will be made safer and 
stronge.r and that the probability of 
great losses will thereby be lessened. 

CHRONOLOGICAL SURVEY OF 
CONSTITUTIONAL AMEND­

MENTS AND STATUTES 
RELATING TO CONFED­

ERATE PENSIONS. 

Article 3, Section 51, Texas Con­
stitution (i876J expressly prohibits 
the Legislature from granting pub­
lic funds to any Individual, associa-
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tlon of individuals, etc., except in 
case or public calamity. 

18 9 4 Amendment to this provision 
permits the Legislature to round a 
home !or indigent and disabled Con­
federate soldiers and sailors, but re­
stricts expenditures to $100,000.00 
per year. 

Act of 18 9 5 provides for the trans­
fer of the Confederate Home, pri­
vately operated by the John B. Hood 
Camp, Con!ederate Veterans, to the 
State of Texas. 

18 9 8 Amendment to Texas Consti­
tution permits the Legislature to 
grant aid to Indigent and disabled 
Confederate Veterans who came to 
Texas prior to January 1, 1880, who 
are over 6 0 years of age or whose 
disability ls pr<-ximate result of act­
ual service, their widows in Indigent 
circumstances who have never remar­
ried, who came to the State prior to 
March 1, 1880, and who were mar­
ried to such veterans prior to March 
1, 1866; provided that such aid shall 
never exceed $8.00 per month and 
appropriations for such aid shall not 
exceed $250,000.00 per year. Re­
tains provision for Confederate Home 
but provides that inmates shall never 
re~eive a pension. 

Act of 1899 makes provision for 
granting pensions under conditions 
outlined in amendment of 1898, with 
the additional restrictions, that appli­
cant must have been a resident of 
Texas continuously since January 1, 
1880, or must have originally en­
liRted In the Confederate service from 
Texas, that the aid shall never ex­
ceed $8.00 per month and amount 
anproprlated for pensions shall h!! 
prorated among the pen)!ioners so 
that a valid claim or deficiency shall 
never be created against the State. 
Indigent is defined as "one who Is In 
actual want and destitute of property 
anrf means of subsistence." 

1904 Amendment retains same 
provisions BR 1898 Amendment ex­
cept that widows who were married 
to veterans prior to March 1, 1880, 
are made eligible ror pensions, and 
the maximum appropriations for any 
year Is raised from $250,000.00 to 
$500.000 00. 

Act of 1905 raised pension appro­
priations to $500,000.00 per year. 

Act of 1909 carries Into effect 1904 
Amendment making widows who 
were married anterior to March 1, 
1880. eligible for pensions. Creates 
Commissioner ot Pensions whose duty 
Is to pass on all pension claims, keep 
records and make reports. Further 

defines lndlgency by excluding from 
pensions those veterans who have 
property, real or personal, In the 
value of $1,000.00, household goods 
and wearing apparel excluded or who 
enjoy an annual Income of $160.00. 
Further provides that the blind, 
maimed or totally disabled veterans 
or the blind, maimed or totally dis­
abled widows shall be allotted $8.00 
per month and remaining funds pro­
rated among the other pensioners. 

1910 Amendment retains same 
provisions as Amendment of 1904 
and makes provision for the Confed­
erate Woman's Home--no Inmate of 
said home shall ever be entitled to 
any other aid from the State. 

Act of 1911 provides for the home. 
1912 Amendment grants aid to 

Indigent and disabled veterans who 
came to Texas prior to January 1, 
1900, and to widows In Indigent cir­
cumstances who have been citizens 
of Texas since January 1, 1900, and 
who were married to Confederate 
Veterans anterior to January 1, 
19 0 0; provided that "widow" as 
here used shall not apply to women 
born since 1861. Also extends aid 
to any soldier who served for six 
months In any organization for the 
protection of the frontier against In­
dians or Mexicans during the war 
between the States. Permits the Leg­
islature to levy an ad valorem tax 
of five (5) cents on the one hundred 
dollar valuation for the purpose of 
creating a special fund for the pay­
ment of Confederate pensions; omits 
restriction against Inmates of home 
receiving pensions; omits restriction 
against widow's remarriage; omits 
$500,000.00 restriction as to amount 
appropriated for any one year and 
also removes the restriction as to the 
amount paid to each pensioner. 

Act or 1913 defines lndlgency as 
one who does not have property. 
real or personal, exceeding in value 
$1,000.00, exclusive of homestead 
and, If he has a homestead of less 
than $1,000.00 in value, does not re­
ceive an annual Income of more than 
$300.00. 

Act of 1913 levies an ad valorem 
tax of five ( 5) cents on the one hun­
dred dollar valuation for purpose or 
creating a special fund for the pay­
ment of pensions. Provides pension 
or eight and one-third dollars per 
month to those who fulfill same 
qualifications as outlined In Amend­
ment of 1912 and have lived In Texas 
continuously since January 1, 1900. 
Prorates money among pensioners 
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and doesn't create deficiency ill case 
appropriation is insufl'icient to pay 
eight and one-third dollars to each 
pensioner. Retains indigency defini­
tion. Eight and one-third dollars 
shall first be allotted to the blind, 
maimed and disabled pensioners and 
balance prorated among other pen­
sioners. 

Act of 1917 provides for mortuary 
warrant of $30.00 in case of pension­
er's death if the pension warrant 
for the quarter In which death oc­
curred is returned and canceled. 
Note: Pension warrants are issued 
in advance. 

Act of 1917 provides that the Com­
missioner of Pensions shall prorate 
pension fund equally among all pen­
sioners. Removes 1913 provision for 
prior allotment to blind, etc. 

Act of 1918 abolishes the office of 
Commissioner of Pensions and his 
duties are placed upon the Comp­
troller. 

Act of 1919 provides for the pay­
ment of sixteen and two-thirds dol­
lars per month, and requires the fund 
to be prorated among the pensioners, 
if it proves to be inadequate. 

Wives of Confederate Veterans 
who have re-married are eligible for 
pensions if they were living with vet­
eran at time of his death, are now 
widows, In Indigent circumstances 
and were married to ·such veteran 
prior to January 1, 1880. "Widows" 
refers only to women born prior to 
1861. 

Act of 1921 prohibits the payment 
of a uenslon to any uerson confined 
in the asylums and penitentiary at 
state expense, but permits the pay­
ment of pensions to inmates of the 
Contederate Home, In the amount of 
one-half of the pension that the In­
mate of the home would receive if 
he were not In the home. 

Act of 1923 increases mortuary 
warrant from $30.00 to $65.00-pen­
slon payment for the quarter to be 
returned before mortuary warrant 
shall Issue. 

Act of 1923 defines indlgency­
property of less than $1,000.00 value, 
exclusive of homestead and If home­
stead value Is not assessed at more 
than $2,000.00, then an annual In­
come of not more than $300.00 is 
made the test tor indlgency. 

1924 Amendment grants aid to in­
digent or disabled veterans who 
came to Texas prior to 1910, their 
widows In Indigent circumstances 
who have been residents of the State 
since January 1, 1910, and who were 

married prior to January 1, 1910. 
"Widow" shall not refer to women 
born since 18 61. Permits an ad 
valorem tax of seven ( 7) cents on the 
one hundred dollar valuation for pur­
pose of the pension fund. No restric­
tion as to how much a pensioner may 
be paid. 

Act of 19 2 5 levies seven ( 7) cents 
on the one hundred dollar valuation. 
Also provides that there shall be 
paid to every indigent veteran and 
widow in indigent circumstances who 
qualifies under 1924 amendment, a 
pension of $25.00 per month, but 
retains prohibition against the crea­
tion of a deficiency and provides for 
pro rata distribution of funds. 

Act of 1927 defines indigency -
no material change from former defi­
nitions. 

1928 Amendment proVides that the 
Legislature may grant aid to indig­
ent and disabled Confederate Veter­
ans under such regulations as the 
Legislature may deem expedient, and 
to their widows in indigent circum­
stances under the regulations deemed 
expedient by the Legislature. Con­
federate homes are left to Legislative 
control. 

Act of 19 2 9 provides that a pen­
sion shall be paid to indigent and 
disabled veterans who came to Texas 
prior to January 1, 1920, and to their 
widows who came to this State prior 
to January 1, 1920, and who were 
married to such veterans prior t<> 
January 1, 1912. Widows of men 
who were in active service of pro­
tecting the border against Mexicans 
and Indians during the war must 
have married prior to 1910 in order 
to receive aid. "Widow" as here used 
shall not refer to women born since 
1873. Remarriage since the death 
of the husband, who was a veteran, 
shall not bar the surviving widow 
from getting a pension i! she Is now 
a widow and was living with the 
veteran at the time of his death. 
Provides that fund shall be prorated 
if it is insufficient. Section 3 of this 
act provides that the Comptroller 
shall first allot $50.00 to each veteran 
living with a woman whom he mar­
riea prior to January 1, 1900, and 
who was born prior to January 1, 
1873, and $26.00 to every veteran 
now unmarried or a widower and the 
remaining fund shall be prorated 
among the pensioners; provided that 
pensioner shall never receive more 
than a veteran. Section 5 raises mort­
uary warrant from $65.00 to $100.00. 
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Act of 1929 2nd c. S. provides that and widows whose applications have 
Comptroller shall allot $26.00 to each heretofore been approved and who 
Confederate Veteran regardless of came to Texas prior to January 1, 
marital status, and to each Confed- 1928, and whose application shall 
erate Veteran's widow, who Is more hereafter be approved and who were 
than seventy-five years of age and married to such veterans prior to 
balance prorated among the pension- January 1, 19 21, and who Jived at 
ers in indigent circumstances. least ten years with such veteran 

Act of 1930 5th C. S. omits lndl- shall receive a pension. Widow does 
gent. Grants $50.00 per month to not refer to a woman born since 
every married veteran who has lived January 1, 1873. A widow who re­
with his wife since January 1, 1900, marries shall not receive a pension 
and $25.00 per month to single unless she Is again left a widow. 
veterans and widows. All applicants Soldiers or widows over 8 8 years of 
heretofore approved get this and all age, who came to Texas prior to 
veteran applicants hereafter ap- January 1, 193 0, shall receive pen­
proved must have come to the State sions If otherwise pensionable. Comp­
ten years prior to the approval- trailer shall pay $50.00 to every mar­
widows must have come to the State rled veteran and $26.00 to every vet­
six years prior to the approval and eran, now unmarried, widower or 
must have been married to the veter- widow. The remainder of the fund 
an prior to January 1, 1912. "Wld- after reimbursing the general fund 
ow" shall not refer to women born shall be prorated among all of the 
since 1873. If funds are lnsutrlclent pensioners. Omits "indigent" and 
then it shall be prorated among the seems to pay the same amount to 
pensioners. Act also provides for pensioners In the home and those 
pension fund to borrow from the outside. 
general revenues of the State this From the 19 3 2 report of the State 
amount to be paid back out of sur-
plus in the pension fund after pay- Comptroller, Table No. 76, Page 119, 
ment of pensions of veterans and we find the following very lnterest­
w •dows heretofore approved and pay- Ing chronological history of the 
ment of pensions hereafter approved quarterly and;or monthly payments 
of veterans who have lived in State to Confederate pensioners from the 
10 years and widows who have lived year 1899 down to and Including 
in State six years. After payment to the year 1931. It Is Interesting to 
these two classes the balance Is to be note the progressively Increasing al­
prorated among all pensioners. lotments from year to year and time 

Act of 1931 provides for pension to time, and these increases can be 
fund to borrow from the general explained by a reading of the fore­
revenue fund of the State. Soldiers going chronological study of the 
whose application has heretofore been amendments to the Constitution and 
approved or who came to Texas prior Statutes with reference to Confed­
to January 1, 1928, and whose appll- [ erate Pension Fund. The table Is as 
cation shall hereafter be approved 1 follows: 

REPORT OF COMPTROLLER, 1932 

Table No. 76, Page 119 

Th~ Following is the Amount Paid Each Pensioner Commencing with 
Confederate Pension Law 

First quarter. year 1899-1900 
Second quarter, year 1899-1900. 

---· ··-· $ 

Third quarter, year 1899-1900 ··----·--------·-··- --------------··----------------­
Fourth quarter, year 1899-1900 

First quarter, year 1900-1901 
Second qua rt er. year 19 0 0-19 0 l ------·-·---·---·-··--· --·----··-·--------------------­
Third quarter, year 1900-1901 
Fourth quarter. y"ar 1900-1901 

First quarter, year 1901-1902 
Second quarter, year 1901-1902 ·-··----·----------------·------·---------------­
Third quarter. year 1901-19 O 2 ------·-·-----·-----·------- ----·-----------------------­
Fourth quarter, year 1901-1902 ·------·------------------------------ _ 

6.81 
6.81 
4.35 
4.35 

6.00 
6.00 
6.15 
6.15 

7.65 
7.66 
8.16 
8.16 



SENATE JOURNAL. 

First quarter, year 1902-1903 ______________________ _ 
Second quarter, year 1902-1903 ______ ------------
Third quarter, year 1902-1903 ___________________________ _ 
Fourth quarter, year 1902-1903 --------------

First quarter, year 1903-1904----------------------------­
Seeond quarter, year 1903-1904 
Third quarter, year 1903-1904 _____________________ _ 
Fourth quarter, year 1903-1904 

First quarter, year 1904-1905 __________________ ~ 
Second quarter, yea.r 1904-1905 
Third quarter, year 1904-1905 ____ _ 
Fourth quarter, year 1904-1905 _____________________ _ 

First quarter, year 1905-1906_____ _ 
Second quarter, year 1905-1906 ________________________ _ 
Third quarter, year 1905-1906------------------------­
Fourth quarter, year 1905-1906---------------------------

First quarter, year 1906-1901-----------------------
Second quarter, year 1906-1907 _________________________ _ 
Third qua.rter, year 1906-1907--------------------------
Fourth quarter, year 1906-1907 _____________________ _ 

First quarter, year 1907-1908 ______________________________ _ 
Second quarter, year 1907-1908-----------------------
Third quarter, year 19 O 7 -19 0 8______________________ _ ________________ _ 
Fourth quarter, year 1907-1908 ____________________ _ 

First• quarter, year 1908-1909 ________________________________ _ 
Second quarter, year 1908-1909 ____________________ ~-----
Third quarter, year 1908-1909 ____________________________ _ 
Fourth quarter, year 1908-1909 _____________________________ _ 

First quarter, year 1909-1910 -------------------------------
Second quarter, year 1909-1910__ _ ___ _ 
Third rJ. uarter, year 19 0 9-191 O -----------------------------­
Fourth quarter, year 19 0 9-1910 ·--------------------------------------

First quarter, year 1910-191 L-------------------------------
Second quarter, year 1910-1911-___________________ _ 
Third quarter, year 1910-1911_ _________________________________ _ 
Fourth quarter, year 1910-1911-__________________________ _ 

First qua.rter, year 1911-1912 _______________________________________ _ 
Second quarter, year 1911-1912 ___________________________________ _ 

Third quarter, year 1911-1912 ------------------------------
Fourth quarter, year 1911-1912 _______________________________ _ 

First quarter, year 1912-1913------------------------------
Second quarter, year 1912-1913 ______________________ _ 
Third quarter, year 1912-1913 ______________________ _ 
Fourth quarter, year 1912-1913 ___________________________________ _ 

First quarter, year 1913-1914-- --------------
Second quarter, year 1913-1914 _________________________ _ 
Third quarter, year 1913-1914----------------------
Fourth quarter, year 1913-1914 ___________________________ _ 

First quarter, year 1914-1915----------------------­
Second quarter, year 1914-1915--------~--------------
Third quarter, year 1-914-1915 _______________________ _ 
Fourth quarter, year 1914-1915 ______ _ 

477 

7.40 
7.40 
7.60 
7.50 

9.50 
9.60 
9.00 
9.00 

9.00 
9.00 
9.00 
9.00 

13.50 
13.50 
14_00 
14.00 

16.50 
16.-50 
16.50 
16.50 

16_50 
16.00 
16.00 
16.00 

16.00 
15.00 
15.00 
15.00 

11.25 
11.25 
10.50 
10.50 

10.50 
10.50 
10.50 
10.50 

10.50 
10.50 
10.50 
10.50 

10.50 
10.50 
10.50 
10.50 

10.50 
15.00 
20.00 
22.00 

22.00 
22.00 
13.00 
10.00 
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Fi rs t quart er, year 1915-1916 ________________________________________________ , _________ _ 
Second quarter, year 1915-1916 ----------------------------------------------------------­
Third q ua.rter, year 1915-1 916 -------------------------------------------------------­
Fourth quarter, year 1915-1916-----------------------------------------------------------

First quarter, year 1916-191 7 ----------------------------------------------------­
Second quarter, year 1916-191 7 -----------------------------------------------------------
Third quarter. year 1916-1917 _________________________________________ _ 
Fourth q 11arter, year 1916-191 7 ------------------------------------------------------------

First quarter, year 1917-1918 ---------------------------------------------------------­
Second quarter, year 191 7-1918 --------------------------------------------­
Third quarter, year 1917 -1918 ---------------------------------------------------------
Fourth quarter, year 191 7-1918 __________________________________________________________ _ 

First quarter, year 1918-1919 __________________ _ ______________ ---------------
Second quarter, year 1918-1919 _________________________________________________ _ 
Third quarter, year 1918cl 919 ---------------------------------------------------------
Fourth quarter. year 1918-1919 _________________________________ _ 

First quarter. year 1919-19 2 o _________________________________________________________ _ 
Second quarter, year 1919-19 2 O -----------------------------------------------
Third quarter, year 1919-1920 _______________________________ _ 
Fourth quarter, year 1919-19 2 0----------------------------------------------------

First quarter, year 1920-1921__ ___________________________ _ 
Second quarter, year 192 0-19 2 L __________________________________________ _ 
Third quarter, year 1920-1921__ _______________________ _ 
Fourth quart8r, year 1920-1921_ ____________________________ _ 

First quarter, year 1921-19 2 2 ----------------------------------------­
Second quarter, year 1921-1922----------------------------------
Third quarter, year 1921-1922 __________________________________ _ 

Fourth quarter, year 19 21-19 2 2 ------------------------------------

First quarter, yea.r 1922-1923 ________________________________ _ 
Second quarter, year 1922-1923 ______________________ _ 
Third quarter, year 192 2-19 2 3 _______________________________________ _ 
Fourth quarter, year 1922-1923 _________________________ _ 

First quarter, year 1923-1924 ___________________________ _ 
Second quarter, year 1923-1924 _____________________ _ 
Third quarter, year 1923-1924__ _______________ _ 
Fourth quarter, year 1923-1924 _____________________ _ 

First quarter, year 1924-1925------------------------------
Second qua.rter, year 1924-1925 ___________________ _ 
Third quarter, year 1924-1925 _________________________ _ 
Fourth quarter, year 1924-1925 _____________________ _ 

First quarter, year 1925-1926 _________________ _ 
Second quarter, year 1925-1926 _______________________________ _ 
Third quarter, year 1925-1926 _______________ --------------------------------
Fourth quarter, year 19 2 5-19 2 6 _______________________________ _ 

First quarter, year 1926-1927 _____________________________ _ 
Second quarter, year 19 2 6-19 2 7 ------------------------------------------­
Third quarter, yea.r 1926-1921--------------------------------
Fourth quarter, year 1926-1927 _________________________ _ 

First quarter, year 1927-1928 ____________________________ _ 

Second quarter, year 19 2 7 -19 2 8----------------------------------
Thi rd quarter, year 1927-1928 _____________________ _ 
Fourth quarter, year 1 9 2 7 -19 2 8----------------------------------------------------

14.25 
15.00 
10.00 
14.25 

15.00 
16.00 
16.00 
16.00 

16.00 
16.00 
16.00 
18.00 

18.00 
20.00 
22.00 
22.00 

22.00 
23.00 
23.00 
23.00 

24.00 
24.00 
24.00 
24.00 

24.00 
24,00 
24.00 
25.00 

25.00 
26.00 
27_00 
30.00 

30.00 
31.00 
32.00 
34.00 

35.00 
36.00 
37.00 
38.00 

40.00 
40.00 
45_00 
45.00 

47.00 
47.00 
48.00 
48.00 

60.00 
50.00 
64.00 
64.00 
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First quarter, year 1928-1929 __________________________ _ 56.00 
66.00 Second quarter, year 1928-1929 ________________ _ 

Third quarter, year 1928-1929, Men with wives _________ _ 160.00 
76.00 
37.50 

Third quarter, year 1928-1929, Men without wives _______ _ 
Third quarter, year 1928-1929, Widows __________________ _ 
Fourth quarter, year 1928-1929, Pensioners seventy-five or more 

- years of age ________ _ 67.00 

Each month, year 1929-1930: 
Soldier Pensioners who have ltvlng wives to whom they were 

married prior to January 1, 1900 ______________ _ 5.0.00 

25.00 
25.00 

Soldier Pensioners married after January 1, 1900, and single Sol-· 
dier Pensioners ----------------------------------------­

Widow Pensioners ---------------------------

Each month, year 1930-1931: 
Soldier Pensioners who have .living wives to whom they were 

married prior to May 28, 1931 _______________________ _ 50.00 

25.00 
25.00 

Soldier Pensioners married after May 28, 1931, and single Sol­
dier Pensioners -------------------------------­

Widow Pensioners ---------------------------------

Each month, year 1931-1932: 
Soldier Pensioners who have living wives to whom they were 

married prior to May 28, 1931 _______________________ _ 50.00 

25.00 
25.00 

Soldier Pensioners married after May 28, 1931, and single Sol­
dier Pensioners 

Widow Pensioners _________ .:_ _____________ _ 

Inmates of the Confederate Homes receive one-halt the amount that 
those receive out of the homes. 

The relatives or legal representatives of a pensioner receive $100.00 
mortuary at the time of the death of pensioner. 

Another Interesting study of the 
subject of pensions is Included in 
the following annual tabulations of 
total expenditures for pension pur­
poses. It ls to be noted that for the 
fiscal year 1899-1900 the grand total 
of pension expenditures w a s 
$137,372.61. Whereas for the fiscal 
year ending August 31, 1933, the 
total was $3,242,564.15, or an in­
crease of approximately 2300% in 
thirty-four years, this notwithstand­
ing the fact that from the beginning 
of the fund In 1899 down to about 
the year 1916 there was a steady 
Increase In the number on the roll 
and beginning the latter year there 
was a steady decrease In the number 
of pensioners with the possible ex­
ception of the years 1930 and 1931, 
which showed slight Increases that 
may be explained by the enactment 
of the existing statute. 

ANNUAL EXPENDITURES OF THE 
CONFEDERATE PENSION. 

1899-1900 
1900-1901 
1901-1902 
1902-1903 

----------$ 137,372.61 
183,630.97 
237,028.68 
232,366.14 

1903-1904 ---------------- 282,116.06 
1904-1905 ---------- 278,226.76 
1905-1906 ------------- 422,505.25 
1906-1907 -------- 516,230.40 
1907-1908 ------------- 522,135.00 
1908-1909 -------- 505,469.18 
1909-1910 -------- 359,318.00 
1910-1911 ---------- 382,672.50 
1911-1912 ------------- 490,529.50 
1912-1913 --------- 505,612.91 
1913-1914 ------------- 742,367.00 
1914-1915 -------- 1,442,413.85 
1915-1916 ---------- 1,287 ,630. 75 
1916-1917 ----------- 1,304,925.00 
1917-1918 ------------ 1,321,196.40 
1918-1919 ------------ 1,354,360.86 
1919-1920 ------------
1920-1921 -------- 1,422,480.00 
1921-1922 ----------- 1,423,378.00 
1922-1923 --------
1923-1924 ------

Pensions &: Mortuary Warrants. 

1924-19 2 5 -------------$1,93 5,09 7 .88 
1925-1926 ---------- 2,194,850.55 
1926-1927 ---------- 2,339,519.65 
1927-1928 -------- 2,430,740.76 
1928-1929 -"--------- 2,396,273.83 
1929-1930 ----------- 2,917,181.15 
1930-1931 ------------- 3,598,828.76 
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1931-1932 
1932-1933 

3,562,634.32 
3,242,564.15 

Chronological List of Pensions. 

1899-1900 --------------------------- 3,673 
1900-1901 ---------------------------
190l-l902 --- 7,083 
1902-1903 - ----------------------- 6,992 
1903-1904 - - ------------------------ 7,279 
1904-1905 7,681 
l 9 0 5-19 0 6 - --------------------------- 7. 6 8 0 
1906-1907 ------------------- 7,942 
190 7 -19 0 8 ------------------------------- 8' 15 8 
1908-1909 ----------------------- 8,286 
1909-1910 ----------------------- 8,3ri6 
1910-1911 ------------------------------ 9, 111 
1911-1912 ------------------------------11. 67 9 
1912-1913 ------------------------ ---12,038 
1913-1914 ------------------------ --~---17'3 5 4 
1914-1915 ------------------------------18,12 8 
1915-1916 - ------------- _18,320 
1916-1917 -------------- __ 17,924 
1917-1918 __ 16.928 
1918-1919 ---------------- -16,694 
1919-19 2 0 --------------
19 2 0-19 2 1 ------------------14, 9 6 9 
1921-1922 14,862 
19 2 2-19 2 3 ------- _________________ 13, 6 3 7 
19 2 3-19 2 4 ________________________________ 12, 8 9 7 
1~2 4-19 2 5 ________________ 12,r; 3 0 
19 2 5-19 2 6 -- _______________ 12, 2 4 3 
19 2 6-19 2 7 ____________________ ll, 7 0 2 
19 2 7 -192 8 - - --------------------------10, 9 3 0 
1928-1929 _______________________________ 10,717 
1929-19 3 0 _______________________________ 10, 794 

1930-1931 
1931-1932 
1932-1933 
1933-1934 

__________ l 0. 9 8 7 
____________________________ l 0 ,4 4 3 

9,407 
------------------------------ 8,0 06 

This table has been compiled from 
data found in the official reports of 
the State Comptroller and the Com­
missioner of Pensions. The num­
ber of pensioners shown for any 
given year, necessarily, cannot be 
absolutely accurate, because pension 
payments have been made quarterly 
or monthly and the pension roll is 
never stable from one payment to 
the next, but the table is valuable 
in showing the trend of the pension 
roll and also the effect of certain 
legislation upon the number of pen­
sioners. (Note tlie jump from 1912 
to 1915 as a res-ult of the -Constitu­
tional Amendment of 1912.) 

The compiler has been unable to 
ascertain, separately, the number of 
soldiers and widows on the pension 
roll each year, but of the 7,083 pen­
sioners in 1901-1902, only 2,343 
were widows. Whereas, the report 
of the Tax Survey Committee, created 
by the First Called Session of thl't 
Forty-second Legislature, shows that 
of 10,276 pensioners then on the 
Confederate Pension Roll of Texas. 
8,125 were widows_ There are now 
8006 pensioners on the roll, of which 
6769 are widows. 

APPROPRIATIONS FOR CONFEDERATE HOMES AS MADE DURING 
EACH LEGISLATIVE BIENNIUM 

Twenty-fourth Legislature, 1895-1896 
Acts of 189"5. Chapter 36, Page 42: 

Establishment of Confederate Home ____________ $100,000.00 
Acts of 1895, Chapter 86, Page 137: 

For year ending February 28, 1896____________ 32,370.00 
For year ending February 28, 1897 __________ 38,250.00 

Grand Total for 1895-1897_______________ $170,620.00 

Twenty-fifth Legislature, 18 9 7-1898 
Acts of 18 9 7, First Called Session, Chapter 10, 

Page 33: 
For year ending February 28, 1898 _____________ _ 
For year ending February 28, 1899 _____________ _ 

Grand total for 1897-1899 ______________ _ 

Twenty-sixth Legislature, 1899-1900 
Acts of 1899, Chapter 24, Page 31: 

For deficiency -----------------------------------
Acts of 1899, Chapter 154, Page 290: 

For year ending February 28, 1900. ____________ _ 
For year ending February 28, 1901.. ___________ _ 

Acts of 1900, First Called Session, Chapter 8, 
Page 24: 
J<'or finishing hospital---------------------------------

Grand Total for 1899-1901-. _______________ _ 

41,740.00 
40,360.00 

6,499.91 

61,722.00 
53,842.00 

5,000.00 

82,100.00 

$127,063.91 
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Twenty-seventh Legislature, 1901-1902 
Acts of 1901, Chapter U, Page 18: 

For maintenance ------------------------ __ _ 
Acts of 1901, Chapter 85, Page 243: 

For March 1, 1901, to Aug. 31, 190L ____ _ 
Acts of 19o1, Second Called Session, Chapter 

4, Page 31: 
For year ending August 31, 1902 ___ . __ 
For year ending August 31, 1903 ___ _ 

Grand Total for 1901-1903_ ____ _ 

Twenty-eight Legislature, 1903-1904 
Acts of 1903, Chapter 28, Page 64: 

For paying bookkeeper. ___________________ _ 
Acts of 1903, First Called Session, Chapter 8, 

Page 15: 
For M:ay 1, 1903, to Sept. 1, 1903 ___ _ 

Acts of 1903, First Called Session, Chapter 13, 
Page 68: 
For year ending August 31, 1904 _________ _ 
For year ending August 31, 1905-___ _ 

Grand Total tor 1903-1906 _________ _ 

Twenty-ninth Legislature, 1905-1906 
Acts of 1906, Chapter 86, Page 118: 

For Improvements ------------------$ 
Acts of 1905, First Called Session, Chapter 7, 

Page 431: 
For deficiency ------------------------·-

Acts of 1905, First Called Session, Chapter 9, 
Page 483: 
For year ending August 31, 1906 _________ _ 
For year ending August 31, 1907 ___ _ 

Grand Total for 1905-1907 ________ _ 

Thirtieth Legislature, 1907-1908 
Acts of 1907, Chapter 24, Page 43-H: 

For deficiency --------------------------­
Acts of 1907, Chapter 187, Page 400: 

For year ending August 31, 1908 ____ _ 
For year ending August 31, 1909 ___ _ 

Grand Total for 1907-1909 _______ _ 

Thirty-first Legislature, 1909-1910 
Acta of 1909, Chapter 36, Page 76: 

For deficiency · 
Acta of 1909, Second Called Session, Chapter 

28, Page 496: 
For year ending August 31, 1910 ___ _ 
For year ending August 31, 1911 ____ _ 

Grand Total for 1909-1911- ·-·------------

Thlrty-aecond Legislature, 1911-1912 
Acts of 1911, Chapter 36. Page 50: 

6,288.00 

22,198.00 

68,630.00 
57,630.00 

360.00 

16,228.60 

92,664.00 
71,664.00 

3,700.00 

8,137.24 

77 ,494.00 
77,0U.OO 

6,229.29 

81,674.00 
80,174.00 

6,005.42 

90,228.00 
80, 72 8.00 

For founding Confederate Woman's Home__ 20,000.00 
Acts of 1911, First Called Session, Chapter 3, 

Page 60: 
For year ending August 31, 1912_______ 6,200.00 
For year ending August 31, 1913------- 6,200.00 
Cont. Woman's Home Total tor 1911-1913 

Acts of 1911, First Called Session, Chapter 2, 
Page 1: 
For repairs ----------------------$ 8,000.00 

18--JOlll'. 

481 

144,5'6.00 

180,916.60 

$166,376.24 

166,977 .29 

176,961.U 

32,400.00· 
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Acts of 1911, First Called Session, Chapter 3, 
Page 41: 
For year ending August 31, 1912 _________________ _ 
For year ending August 31, 1913 ______________ _ 

Acts of 1911, First Called Session, Chapter 4, 
Page 72: 
For deficiency __ ---------
Conf. Home Total for 1911-1913 _ 

Grand Total for 1911-1913 

Thirty-third Legislature, 1913-1914 
Acts of 1913, First Called Session, Chapter 40, 

Page 144: 
For year ending Augu•t 31, 1914 ________________ _ 
For ye3r ending August 31, 1915 _________________ _ 

Governor vetoed $12,000.00 Item for 1915 
ronf. Woman's Home Total for 1913-1915._ 

Acts of 1913, Chapter 9, Page 12: 
For deficiency --·--------------

Acts of 1913. FirRt Called Session, Chapter 40, 
Page 144: 
For year ending August 31, 1914 
For year ending August 31, 1915 __ _ 
Conf. Home Total for 1913-1915 

Grand Total for 1913-1915 _______ ---·-------

Thirty-fourth Legislature. 1915-1916 
AC'ls ol l ~l:i, Chapter 9, Page 12: 

For deficiency __________ _ 
Acts of 1915, First Called Session, Chapter 30, 

Page 61: 
For year ending AuguRt 31, 1916 _ 
For year ending AU?;USt n. 1917 -
Conf. Woman's Home Total for 1915-1917 

Acts of 1915, Chapter 9, Page 13: 
For deficienr\• ·---$ 

Acts of 1915, First Called Session, Chapter 30, 
Page 61 · 
For year ending Augu3t 31, 1916 
For year ending August 31, 1917 
t_;onf. Home Total for 1915-1917 

Grand Total for 1915-1917. 

Thirty-fifth Legislature, 1917-1918 
Arts of 1917, First Called Session, Chapter 9, 

Page 11: 
For deficiency -----·--·- ________ _ 

Acts of 1917, F'irst Called Session, Chapter 
4 2, Page 88: 
For year enrling August 31, 1918 ____ ----·-----
For year ending August 31, 1919 
ConL Woman's Home Total for 1917-1919 

Acts of 1917, Chapter 148, Page 356: 
For roof repair-fire damage 

Acts of 1917, First Called Session, Chapter 42, 
Page 86: 
For year ending August 31, 1918 ______________ _ 
For year ending August 31, 1919 _____________ _ 
Conf. Home Total for 1917-1919 ---·--------- _ 

Grand Total for 1917-1919. -· 

Thirty-sixth Legislature, 1919-1920 
Acts of 1919, Chapter 3, Page 3: 

For repairs 

92,208.00 
91,050.00 

11,000.00 

17,005.00 
4,630.00 

1,562.88 

96,770.00 
93,420.00 

4,000.00 

39,870.00 
22,820.00 

8,950.00 

91,830.00 
91,830.00 

4,000.00 

36,570.00 
30,970.00 

1,500.00 

143,970.00 
101,170.00 

200.00 

$202,258.00 
234,658.00 

21,635.00 

191,752.88 
213,387.88 

66,690.00 

$192,610.00 
259,300.00 

71,540.00 

246,640.00 
318,180.00 
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Acts of 1919, Chapter 168, Page 330: 
For emergency ________ -------------------------------- 11,900.00 

Acts of 1919, Second Called Session, Chapter 
8 3, Page 2 6 8 : 
For year ending August 31, 1920 ______________ 49,534.80 
For year ending August 31, 1921, ____________ 40,130.00 
Cont. Woman's Home Total for 1919-192L $101,764.80 

Acts of 1919, Chapter 120, Page 187: 
For deficiency _ ------------- ______ $ 10,000.00 

Acts of 1919. Second Called Session, Chapter 
22, Page 58: 
For deficiency 27,000.00 

Acts of 1919, Second Called Session, Chapter 
83, Page 270: 
For year ending August 31, 1920 ______________ 110,000.00 
For year ending August 31, 1921, _______ 105,500.00 
Cont. Home Total for 1919-1921 ___ _ 

Grand Total for 1919-1921 __________________ _ 

Thirty-seventh Legislature, 1921-1922 
Acts of 1921, First Called Session, Chapter 

36, Page 68: 
For year ending August 31. 1922 _ 41,345.00 
For year ending August 31, 1923 ------ _______ 37,980.00 

252.500.00 
354,264.80 

Cont. Woman's Home Total for 1921-1923 79,325.00 
Acts of 1921, Chapter 52, Page 105: 

For emergency 20,000.00 
Acts of 19 21, First Called Session, Chapter 

36, Page 70: 
For year ending August 31, 1922 103,045.00 
For year ending August 31, 1923 ___ 103,045.00 
Cont. Home Total for 1921-1923 226,090.00 

Grand Total tor 1921-1923 305,415.00 

Thirty-eighth Legislature, 1923-1924 
Acts or 1923, Third Called Session. Chapter 

26, Page 199: 
For year ending August 31. 1924 _ __ __________ 66,755.00 
For year ending August 31, 1925___ _ 43,580.00 

Acts of 1923, Third Called Session, Chapter 
27, Page 232: 
For emergency _ _ __ __________ _______ 200.00 
Conf. Woman's Home Total for 1923-1925 110,535.00 

Acts of 1923, Chapter 87, Page 180: 
For deficiency ------- ____ ---$ 13,950.00 

Acts of 1923, Third Called Session, Chapter 
26, Page 200: 
For year ending August 31, 1924 ______________ 127,170.00 
For year ending August 31, 1925 _____________ 117,070.00 

Acts of 1923, Third Called Session, Chapter 
2 7, Page 2 3 2 : 
For emergency ---------------------------------------- 24,8 00.00 
Conf. Home Total for 1923-1925 _ $282,990.00 

Grand Total for 1923-1925 393,525.00 

Thirty-ninth Legislature, 1925-1926 
Acts of 1925, Chapter 195. Page 483: 

For year ending August 31, 1926___ ___ 50,820.00 
For year ending August 31, 1927 46,220.00 
Cont. Woman's HomP Total for 1925-1927 97,040.00 

Acts of 1925, Chapter 193, Page 469: 
For emergency -------- ----------- ___ 24,620.00 
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Acts· of 1925, Chapter 195, Page 483: 
For year ending August 31, 1926 ------------ 176,690.00 
For year ending August 31, 1927 ______________ 172,690.00 

Conf. Home Total for 1925-1927 ______________________ _ 
Grand Total for 1925-1927 ________ _ 

Fortieth Legislature, 1927-1928 
Acts of 1927. Chapter 295, Page 459: 

For heating equipment ----------------------------- 11,000.00 
Acts of 19 2 7. First Called Session, Chapter 

103, Page 447: 
For year ending August 31, 1928 ----------- 50,710.00 
For year ending August 31, 1929_______________ 48,510.00 

374,000.00 
471.,040.00 

Conf. Woman's Home Total for 1927-1929 110,220.00 
Acts of 1927, Chapter 295, Page 459: 

For emergency ---------------- ____ ------------------ 14,650.00 
Act• of 19 2 7. First Called Session, Chapter 

103, Page 445: 
For year ending August 31, 1928 ______ ----$128,100.00 
For year ending August 31. 1929 ---------- __ 120,100.00 

Acts of 19 2 7, First Called Session, Chapter 
105, Page 485: 
For emergency ___ -------------------------------- 500.00 
Conf. Home Tota.I for 1927-1929 ------------ $263,350.00 

Grand Total for 1927-1929__________________ 373,570.00 

Forty-first Legislature, 1929-19 30 
Acts of 19 2 9, Third Called Session, Chapter 

17, Page 465: 
For year ending August 31, 1930 ----------------
For year ending August 31, 1931. ____________ _ 
Conf. Woman's Home Total for 1931-1933 ___ _ 

Acts of 19 2 9, Third Called Session, Chapter 
17, Page 463: 
For year ending August 31, 1930 _______________ _ 
For year ending August 31, 1931. _________ _ 
Conf. Home Total for 1929-193L ____________ _ 

Grand Total for 19 2 9-19 31 -·-------------

Forty-second· Legislature, 1931-1932 
Acts of 1931, Chapter 285, Page 645: 

For year ending August 31, 1932 -------------­
For year ending August 31, 1933 ------------­
Conf. Woman's Home Total for 1931-1933 .. 

Act~ of 1931, Chapter 285, Page 643: 
For year ending August 31, 1932 ------------­
For year ending August 31, 1933 -------------
('onf. Home Total for 1931-1933 _____________ _ 

Grand Total for 1931-1932 _____________ _ 

Forty-third Legislature, 1933-1934 
Acts of 1933. Chapter 107, Page 245: 
For year ending August 31, 1934 ---------------$ 
For year ending August 31, 1935 ------------­
Conf. Woman's Home Total for 1933-1935 

Acts of 1933, Chapter 107, Page 243: 
For year ending August 31, 19:14 ----------­
For year en ding August 31, 19 3 5 --------------­
Conf. Home Total for 1933-1936 -------------

Grand Total for 1933-1935 __________ _ 

76,330.00 
59,330.00 

128,450.00 

197,HO.OO 
187,190.00 

384,630.00 
520,290.00 

62,200.00 
66,250.00 

128,460.00 

187,300.00 
182,550.00 

369,850.00 
498,300.00 

41,332.00 
41,332.00 

$ 82,66~.oo 

92,228.00 
81,278.00 

173,506.00 
256,170.00 
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The amendments to the statutes 
from time to time, as well as to the 
Constitution, have unfailingly in­
ereased the number of eligibles with­
in the State. The original Act of 
18 9 8 provided that the veterans must 
have been residents of the State of 
Texas prior to 1880 and required 
the widows to have married prior to 
18 6 6; the Act of 19 U 4 provided that 
widows must have been married prior 
to March 1, 1880; the Act of 1912 
11rovided that the veterans must 
have been in Texas prior to 1890, 
and the widows must have been mar­
ried prior to January 1, 1900, and 
must have been born prior to the 
year 1861; it is to be noted also 
that the Act of 1899 defined the 
word "indigent" as one destitute of 
11roperty and means or existence, the 
Act of 1913 and each succeeding Act 
thereafter relaxed this definition of 
"indigent" as that word appeared in 
the Constitution, until the Act of 
1931 omitted the definition entirely 
and, while very little attention was 
being paid to the indlgency require­
ment under the statutory definitions 
of that word prior thereto, it has been 
totally disregarded since that time, 
although still a constitutional re­
quirement. It Is interesting to note 
that the ConiiUtutlonal amendment 
adopted In 1924 granted the pension 
aid to indigent or disabled veterans 
who came to Texas prior to 1910. 
whereas the amendment adopted in 
1928 provided that the pension aid 
may be granted to indigent and dis­
abled veterans. The Act of 191 7 
was the first statutory reference to 
the provision for a mortuary fund, 
which was begun Immediately after 
the enactment of the statute on the 
subject that year. Originally the Act 
11rovlded for Thirty Dollars ($30.00) 
and later this was raised to Sixty-five 
Dollars ($65.00), and under the 
present Act this fund for the inter­
ment of the bodies of deceased 
veterans Is One Hundred Dollars 
($100.00) each. 

Under the 1924 amendment the 
new provision was that the veterans 
must have been residents of the State 
prior to January 1, 1910, and the 
widows must have been married prior 
to January 1, 1910, and must have 
been born prior to 1861; the Consti­
tutional amendment of 1928 lifted 
every restriction except that of in­
digency, and imposed no requirement 
as to the time of residence within 
the State, date of birth or of mar­
riage of the widow, and left the mat-

ter entirely within the discretion of 
the Legislature. Immediately follow­
ing the adoption of this amendment 
the Legislature of 1929 enacted a 
statute which reqUlred that the veter­
ans must have been residents of the 
State prior to January 1, 1920, the 
widows must have been married prior 
to January l, 1925, and must have 
come to the State prior to January 
1, 1920, and must have been born 
prior to the year 1873. The Act of 
19 3 0 provided that the veterans must 
have resided in the State ten years 
and the widows six years prior to the 
date of the approval of their applica­
tion for pension aid. 

The Act of 19 31 provided that all 
applications theretofore approved re­
mained approved and on the rolls, 
that subsequent applicants must 
show that they resided in the State 
prior to January 1, 1928, and must 
have married to a veteran prior to 
January 1, 1921, and been born prior 
to the year 1873. 

From the foregoing it will be seen 
that with each amendment to the 
Constitution and to the statutes on 
the subject the restrictions have been 
raised, th us encouraging the applica­
tion of veterans and their widows 
regardless of non-indigency, and al­
most regardless of length of time of 
residence within the State, with 
the result that notwithstanding the 
thinning of the ranks or the veterans 
themselves which the toll of the years 
has been taking, with the progressive 
increase In the rate of decease of the 
veterans because of advancing years, 
there has been no compensatory de­
crease In the number of veterans and 
widows on the rolls, so that the 
State now has on Its rolls more than 
twice as many pensioners as any 
other Confederate State, and was at 
the same time the most thinly pop­
ulated state in the Confederacy dur­
ing the Civil War. We observe that 
the liberal policy of the State of 
Texas toward its pensioners has in 
all likelihood encouraged the migra­
tion of the veterans and their widows 
from other states to Texas during 
the last quarter of the eentury, thus 
placing upon this State the greater 
burden of providing for the worthy 
and beloved veterans of the Civil 
War. 

It is apparent to the Committee 
that the present policy with refer­
ence to the administration of the 
pension fund, in view of the Constitu­
tion limitations upon the appropria­
tions for pension purposes restricting 
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the amount to be appropriated to the 
revenues deri\'ed from a tax levy of 
seven (7c) on the One Hundred Dol­
lar ( Sl00.00) valuation, Is disastrous 
and if continued will defeat its own 
purpose, namely the relief of the 
Confederate Veteran,; of the Civil, 
~IPXican, and Indian Wars. This com­
mittee, therefore, is of the opinion 
that a change of policy is inescapable 
and after gi\'ing to the matter care­
ful ronsideration, we offer two pos­
sible solutions to the problem: 

1. The Legislature in 19 3 2 au­
thorized the transfer of Three Million 
Dollars from the State Highway fund 
to the Confederate pension fund as 
a '.cmporary expedient. The Attorney 
General held under the terms of the 
resolution authorizing this to he 
done. that the Three Million Dollar 
fund so transferred was a revolving 
fund. As a result of this opinion 
none of that fund has been re­
paid as a credit to the Highway 
fund. There exists at thl~ time 
in addition to the Three Million 
Dollars, as of August 31, 1935, 
an estimated sum of Two Million 
Dollars, or a total deficit of Five Mil­
lion Dollars as of August 31, 1935. 
Taking ftve ( 5) years as the shortest 
practicable period in which to retire 
this overdraft, and to continue a 
modicum of relief to the pensioners, 
the fund would pay to the Confeder­
ates, Twenty-five Dollars ($25.00) 
to single men and Fifty Dollars 
($50.00) to the married ones month­
ly and by paying to the widows a 
maximum of Twenty Do 11 a rs 
( 520.00) per month allowing for a 
decrease of ten per cent {10 % ) per 
year at the estimated death rate, at 
the end of five years the deficit would 
he paid with the exception of the 
Three Million Dollar Highway re­
volving fund. Ily the elimination 
of an additional estimated net per 
cent (10 % ) as being non-indigent. 
the deficit rould be retired in about 

Million Dollars, leaving the High­
way fund advancement as a revolv­
ing fund, thereby placing the war­
rants on a cash basis. It occurs to 
the Committee that the situation In 
which the veterans find themselves, 
having to discount their warrants so 
drastically, in view of their advanc­
ing ages, the high living costs coupled 
with existing economical depression 
and low earning power of relatives of 
many of the veterans, is a calamity 
that fall little short of, if not en­
tirely within the contemplation of 
Section 51 of Article 3 of the Consti­
tution. As the exigencies of the 
moment may be said to constitute a 
"public calamity." then we have an 
exception to the Constitutional inhib­
itions against the appropriation of 
public moneys to individuals, et 
cetera; the Legislature would be 
authorized to make a direct appropri­
ation out of the general revenues de­
riving to the State for th ls purpose. 
If this should be done, the Commit­
tee would recommend that the stat­
ute be amended so as to provide for 
a monthly stipulation of Twenty-five 
Dollars ( $25.00) to single veterans, 
Fifty Dollars ($50.00) to married 
veterans, (which is the present stat­
ute on the subject) and reduce the 
payments to widows to Twenty Dol­
lars ($20.00) per month, and elim­
inate the non-indigent widows. This 
would keep the fund on a cash basis 
and would provide practically as 
much money to tbe widows as they 
now are receiving net from their war­
rants, providing full value of the 
warren ts to the veterans, and creat­
ing a surplus out of which to begin 
th~ repayment of the advancement 
from the Highway Commission fund. 

We think the second alternative 
the more acceptable plan of proced­
ure and are submitting herewith a 
bill to accomplish that result. 

The Ad Valorem Tax. 

four (4) years. We think the let- This system of taxation, commonly 
tPr and spirit of the Constitution known as the "property tax," has 
should be followed in this respect been one of. the main sources of 
and that this elimination should he revenue of the State and its smaller 
made. However, the adoption of this 
plan would not alleviate the condition units of government since the pres-
of the pensioners who must now dis- ent constitution was adopted In 1876. 
~ount their warrants up to twenty per That it has Its virtues as well as vices 
rent ( 20%), and in some cornmunl- ie well known to every member of 
ties cannot cash them at any discount the Legislature. It ls not the pur­
rate. pose of this Committee to recom-

2. An alternative to the foregoing" mend Its complete abolition, as some 
would be for the Legislature to I advocate at this time, but rather to 
appropriate out of the general rev- point out some of the Inequities and 
enue at this time approximately Two abuses that have BlJTung up under It 
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and to suggest some measures re­
ferred to in other captions in this 
re:port which will strengthen and 
support its base by a widening arid 
more equitable process. 

At the time our constitution was 
written the ad valorem tax served 
well the needs of that day, for State 
and local purposeS'. Indeed, our 
whole domain at that time, was of 
pastoral and agricultural aspects. 
During the major part of a century 
since Texas was admitted to the 
Union, and particularly during the 
past half century, economic changes 
have taken place so rapidly as to de­
mand a revamping of our tax pro­
gram. We are facing a crisis now, 
and some move must be ma.de to cor­
rect existing evils if a calamity is to 
be averted. With multiplied mil­
lions now figuring in the deficit, 
which iS' increasing from year to 
year, and our real estate burdened tp 
the point of confiscation, it is the 
hope of this Committee that this 
Legislature will give serious atten­
tion to the recommendations made 
herein with a view of lightening and 
more evenly distributing the burdens 
resting upon our real property. 

If the tax burden is to be spread 
fairly among all citizens of the State, 
as this Committee believes It should 
be, it is neces11ary to resort to sup­
plementary taxes in order to form a 
broader and more satisfactory base. 
This for the very pa.tent reason that 
tangible property should not be the 
sole measure of the taxing yardstick. 
An ever increasing income is derived 
from services and things not directly 
or indirectly connected with fixed 
properties. Those who receive this 
class- of income should bear some of 
the burdens as well as the benefits 
of government, and should be made 
to pay more than they now do 
towards its support. 

Supplementary taxes to the ad 
valorem are important, and at this 
stage absolutely necessary, if our ob­
ligations are to be met and running 
expenses supplied. The compelling 
reason that condemns the ad valorem 
tax in this State as a main base of 
income, is the inelastic way it is 
written into our constitution. It 
says, among other things, that "all 
taxes shall be equal and uniform," 
when as a matter of fact everybody 
knows that this injunction Is im­
possible of performance, and th.at 

this "equal and uniform" clause 
should he stricken out, or more 
clearly defined. While this rule has 
been deleted from a majority of the 
State constitutions, it still persists 
in Texas, where it was written fifty­
eight years ago. Furthermore, our 
constitution prohibits a proper clas­
sification of property, and it is the 
opinion of this committee that this 
provision alone accounts for the fact 
that a vast amount of property sub­
ject to taxation fails to appear on 
the assessor's rolls. 

Constitutional restrictions a n d 
limitations in the field of taxation 
are necessary and desirable as a pro­
tection against exorbitant abuses. 
They guarantee a stability, as a guide 
to business and industry, which 
must not be overlooked or mini­
mized. Even some degree of in­
equality in a system of taxation Is 
preferable to a plan which does not 
insure a fixed order of permanency; 
but a system that is too rigid in its 
operation runs to another and worse 
extreme. In our rapidly changing 
commercial and industrial life, it hr 
certain that more harm has been 
done by rigid constitutional restric· 
tions, than by changes made hy Leg­
islatures in rapid succession. It is 
beyond the bounds of human knowl­
edge to say that the wisdom of this 
day will meet the needs of the next 
generation. The best system of tax­
ation that could be s·etnp is, in our 
judgment, one that would be suscep· 
tible of frequent changes; and one 
of the worst is that which is beyond 
the power of the Legislature to 
amend. 

The inflexibility of this "uniform" 
tax provision in our constitution 
makes it impossible of permanence 
on a basis of strict construction and 
the fact that no clear definition in 
the constitution, statutes, or court 
decisions, as to what "all taxes shall 
be equal and uniform" means, gives 
rise to abuses and inequalities in 
every tax division of the State. A 
law passed recently bringing PiJ?e 
lines under the provision of our in· 
tangible tax laws is now being at­
tacked on the grounds of a violation 
of this provision of the Stat? con­
stitution, and if the contention of 
the plaintiffs in this suit is· upheld, 
all of our efforts to lay taxes under 
this "uniform" clause in the consti­
tution will be struck down. Then 



488 SENATE JOURNAL. 

we will be torced to cease our efforts instances does not produce enough ' 
In trying to widen our tax base un­
der the constitution as it Is now writ­
ten. It is interesting to note here 
that the ad valorem, or property, tax 
did not come into general use until 
alter the colonies had ceas·ed to exist 
and merged into states. It is, there­
fore, strictly an American plan and 
was undoubtedly adopted immed­
iately after the Union was tormed 
and vested property rights became 
fixed because it formed a certain 
way to secure needed revenue for 
public expenses. The history of its 
use and its failure to meet present 
needs without supIJort, Is clearly de­
fined alike In every state In the 
Union. At first when there was 
nothing to tax but land and live 
stock, it was easy to lay a tax that 
would be "equal and uniform"-thls 
for the reason that a vast number of 
IJroperty rights had not come Into 
existence and no classification was 
necessary. As the states advanced 
these rights became more numerous 
and comIJllcated and at this writing 
every one of the states has in some 
degree widened the base o! taxa­
tion by giving the ad valorem SUIJ­
port from other fields, such as tlie 
sales tax, the income tax, the gross· 
receipts tax, the natural resources 
tax, ad infinitum. This has been 
necessary in order to IJroduce a sys­
tem of taxation that would not be 
lop-sided and that would distribute 
the burden as equitably as possible 
among all the people who own prOIJ­
erty or who receive a specific In­
come. 

Texas hag been derelict in not 
ma.king promIJt efforts to supIJort 
this her ancient tax base, and for 
that reason has come to the stand 
now where she Is wholly unable 
from that source to extract enough 
funds to cover the running expenses 
of our State government; and by 
reason of this dereliction our real 
estate holdings, which form the chief. 
source or our a.d valorem taxes, has 
been brought to a state of Prostra­
tion and unless some relief is given 
on this class of property the time is 
near at hand when this class of 
property in general will be a lia­
bility instead of an asset. The point 
of confiscation has already been 
reached for the reason that a vast 
amount of the realty holdings in 
Texas yields no Income and In many 

to cover taxes, insurance and upkeep. 
Among the hundreds Of letters re­
ceived by this committee and scores 
of witnesses who aIJIJeared before It, 
the testimony was unanimous in ex­
pressing the hope that this Legis­
lature would be able to find and set 
in motion some means by which the 
State ad valorem tax at least may be 
wiped out or materially lightened. In 
fact, it was the OIJinlon o! many. of 
them that the ad valorem tax for all 
purposes should be repealed and 
some other and more equitable sys­
tem set UIJ to take its IJ]ace. This 
Committee does not recommend an 
outright repeal of the ad valorem 
tax at this time, but would like to 
see it removed as a source of reve­
nue for the support of the State 
government, and other forms of tax­
ation be submitted In lieu thereof. 

It Is further the opinion of the 
Committee that If the Legislature 
will IJass the bills and IJUt into ef­
fect the recommendations made else­
where In this report, that It can be 
done. We Invite the attention of 
the members of the Forty-fourth 
Legislature to a serious consideration 
of the ad valorem tax as It Is aIJplied 
in this State and esIJecially to the 
multitude of inequities occurring 
under it. It might be enforced with 
the proper degree of care against 
real estate holdings, based on income 
received or arising out of those hold­
ings rather than uIJOn value. "Value" 
Is so changing and ephemeral in Its 
nature that it would be impossible to 
do equity in making assessments on 
that basis. The greater trouble, 
however, In administering an ad 
valorem tax, lies In the attempt to 
apply it on personal IJroperty. This 
committee believes that more than 
one-half of the actual IJersonal prop­
erty escaped from taxation, and that 
it is Impossible to cure this situa­
tion under the provisions of our 
present constitution. The Com­
mittee points out these obstacles In 
the way of enforcement of ad 
valorem tax, not to militate against 
it, nor to indicate that It should be 
rooted out as a source of revenue for 
the State. We do this merely to 
bring to the attention of the Legis­
lature the fact that It bears down 
out of all proportion on real estate 
and other fixed IJropertles and that 
it is not, and cannot be, justly ad-
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ministered under the constitution 
and that it needs a much broader 
supporting base. This· in view of 
these defects Is mentioned with the 
hope. that the Legislature will give 
.attention to curing the inequities 
and will set up a much broader base 
in support of the ad valorem tax. 

TAXES ON NATURAL RESOURCES. 

(20 % ) gross market value of this 
gas is so low as to be negligible. The 
committee recommends that appro­
priate measures be enacted to pro­
hibit this wastage . 

We think, and we so recommend, 
that an occupation tax on the pro­
duction of natural gas in this State 
should be increased from twenty per 
cent (20 % ) of the gross market 
value to one-fifth {1-5) of one cent 

In Section 3, Article 7047-B, Title (le) per thousand cubic feet, or frac-
122, Revised Statutes of 1925, there tional part thereof. Assuming that 
was levied and collected a tax equiva- the wholesale wastage of natural gas 
lent lo two per cent ( 2 % ) of the shall be hereafter prohibited and 
gross market value of the total calculating upon the basis Of the 
.amount of natural gas produced and 
saved within this State for the fiscal gas produced for domestic, industrial 

and commercial purposes, stripping 
year, 1933-1934. According to the nltural gas content and burning for 
Comptroller's records, there was col- carbon black within reasonable con­
lected a total of $188,077 .27 on nat- servative restrictions, should yield a 
urar gas and $40,879.10 on casing- gross revenue to the State in the 
head gas. We think this tax is sum of One Million Five Hundred 
-entirely too low and are of the opin- Thousand Dollal"3 ($1,500,000.00) 
ion that it should be increased. Con- per year. 
siderable difficulty was encountered 
by the committee in agreeing upon a 
basis for a fair, equitable, and prac­

OIL. 

ticable tax on gas. This is partly The gross production or occu­
:attributed to a lack of uniformity in pation tax on oil is now fixed at 
the practice of those engaged in pro- two per cent ( 2 % ) ·of the gross 
-Ouction and marketing of gas. Long market value at the well, with a 
range contracts between transporters minimum of two cents (2c) per 
and producers, in many instances, barrel. Notwithstanding the fact that 
impose upon the producer the burden the oil industry already shares a 
<lf payment of all taxes. The latter substantial part of tile total cost of 
frequently receives as low as two operating the State government, 
eents (2c) per thousand cubic feet (they claim to pay 25 % of all ad 
gross for his product. Manifestly, valorem taxes), exclusive of gasoline 
such a producer is unable to pay- a tax paid by the consumer for high­
high occupation tax on his gas. Then way bond and school purposes, it, 
the question of marginal gas wells nevertheless, occurs to this commit­
arises where profits from operation tee that the occupation or oil pro­
are in many instances negligible, and ducers tax should be increased to a 
in others non-existent. Many pro- minimum of three cents (3c) per 
d.ucers in various sections of the barrel or three per cent ( 3 % ) of 
State are using such gas for the the market value at the well, which­
eictraction of gasoline, others for ever is highest. It would seem to 
marketing purposes, or burning for be a sound public policy to make 
carbon black, or for both such pur- this increase in view of the fact that 
poses, and therein converting to the State of Texas is the principal 
beneficial uses a gas that otherwise oil producing State and, further, it 
would not be marketed or market- is probable that ninety per cent 
:able. I ( 9 0 % ) of the oil produced in this 

We have given further attention State is coi;isumed be:l'.ond its bord­
to the subject of wanton waste of ers, domestic and foreign. 
natural gas in certain sections of the Considerable emphasis was placed 
State including the Panhandle area. upon the advisability of increasing 
We find that fifteen hundred million the gasoline tax from four (4) to 
eu bic feet of gas per day is being five ( 5) cents. Many citizens ap­
processed for gasoline content and peared before "the committee advo­
the residue blown into· the air, in eating such an increase and urging 
the Panhandle area alone, and the that additional levy be placed into a 
taxes derived on the twenty per cent special fund for the purpose of as· 
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suming payment of interest and natural resource is adequate and 
principal on bonds issued by county lair. 
and political subdivisions for the OTHER NATURAL RESOURCES. 
purpose of constructing public roads 
that are not a part of the designated 
State highway system. Others urged 
that the increase be placed in the 
General Revenue Fund, while still 
others advocated the diversion of 
one cent (le) of the levy now col­
lected, from the iligh way fund and 
placed in the general fund. We are 
of the opinion that none of these 
8ugge,lions should be followed; that 
the present tax of four cents ( 4c) 
per gallon with an additional Federal 
tax of one cent (le) is iligh enough 
under present conditions; that it 
would be unwise and unsound to 
divert one cent (le) of the present 
gasoline tax !or general fund pur­
poses, for to do so would be to sus­
pend State construction entirely and 
to lose one-third of the fund that 
otherwise would be available from 
Federal aid for highway construction 
in this State, because of the provi­
sions contained in the public number 
3 9 3, Seventy-third Congress, Section 
12. 

We have considered the advisabil­
ity of an increise in production tax 
on sulphur from seventy-five cents 
( 7 5c) per ton to One Dollar ( $1.00) 
per ton. Information and figures 
were submitted to the committee 
tending to show that the sulphur 
industry is now paying approximately 
twelve per cent (12%) of the gross 
value of the product in taxes. Rep­
resentations also were made to the 
committee and we have not had time 
to verify them as yet, to the effect 
that because of the special tax pro­
vision on sizable sulphur deposits in 
the State of Louisiana and a Two 
Dollar ( $2.00) per ton advantage of 
the producers in sulphur in that 
state in freight deferentials, if true, 
would indicate the possibility of the 
shifting of the sulphur industry from 
the Gnlf Coast Country in Texas to 
the State of Louisiana. In view of 
these things, the committee is of the 
opinion that the Legislature should 
investigate immediately these repre­
sentations to ascertain whether or 
not the present tax on this important 

The State or Texas has great 
quantities of other natural resources 
not yet being developed in very 
great quantities and which will be 
developed more generally within the 
near future. For that reason the 
committee is of the opinion that the 
Legislature should give thorough 
study to the matter of a uniform poli­
cy with reference to severance tax on 
natural resources so as to make such 
tax levy apply with uniformity to all 
resources, taking into consideration 
the relation between tax and market 
value of each of the natural re­
sources so developed and used. This 
committee does not have time tn 
work out such a program of taxation. 

PUBLIC UTILITIES. 

Lack of facilities and limitation 
of time prevented the committee 
from _going into the question ot 
whether or not the various public 
utilities are paying their just share 
of the cost of the government; how­
ever, we find that all utilities, in. 
setting up valuation structures for 
rate making purposes, included items 
for values on easements and right 
of ways, whereas, we failed to find 
where any of these values are rend­
ered for taxation; these include un­
derground cables, conduits, pipes 
and equipment, surface space and: 
area supporting overhead lines, poles 
and structures. We think that it 
these rights or easements have value. 
for rate making purposes as a charge 
against the consumer, that they ar& 
valuable also for taxation purposes. 
We, therefore, recommend that a tax 
be levied on each mile or fractional 
part thereof on such easements and 
right of ways in this State. 

INTANGIBLE WEALTH. 

Government statistics estimated 
the wealth of Texas at $12,785,000,-
000.00 in 1929-30. From the same­
source the wealth of Texas is esti­
mated at $10,250,000,000.00 in 1933. 
The decrease is due to depreciation 
In values, especially real estate. 

From the Comptroller's report for the year 1933 the total 
assessment of all property for the purpose of levying 
the State ad valorem tax was ______________ $3,764.,139,512.00. 
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The $3,o·oo homestead exemption amounted to approxi-
mately ------------------------------------------------------------------------------ 5 6 6, 0 2 2, 0 61. 0 0 

Leaving subject to taxation ----··---·------------------·---------------$ 3, 198,117,451. 0 O 

Of the above amount real estate was assessed for ___________ $2,171, 789 ,008.00 
All other property was assessed for ______ ----------------------- 1,026,328,443.00 

$3,198,117 ,451.00 
The percentage borne by real estate was ____________ 64.7 % 
Other pro11erty ---------------------------------------------------- 35_3 % 

In February, 1934, the State Audi­
tor and Efficiency Expert made a 
.careful study of the percentages of 
.actual and true value used by vari­
ons counties for tax purposes as 
shown on the 1933 tax roll. A copy 
.of his report to the Governor is be­
fore the committee and shows· that 
property in various counties is ren­
dered for taxation at from 25 % to 
100 % of its value. The Auditor 
states that property in Texas is as­
:eessed at approximately 5 0 % of its 
value. On this basis real and per­
-sonal property in Texas would repre­
.sent in wealth $7,528,279,024.00. 
This amount subtracted from the 
total wealth above given would 
leave $2,721,720,976.00 which would 
seem to be the amount of intangible 
wealth in this State such a.s cash in 
banks, notes, mortgages, stocks, 
bonds, et cetera. The Banking Com­
missioner tells us that there was de­
posited in all the banks in Texas ac­
<:ording to reports made on October 
17, 1934, $851,183,085.00 as· fol­
lows: 

Jn National Banks __ $717,490,000.00 
In' State Banks ________ 130,997,103.00 
Morris Plan Banks__ 1,857,899.00 
:Restricted Banks ____ 838,083.00 

The present law requires that cash 
in banks should be rendered for tax­
ation. This law could hardly be 
written any more specifically than 
it is now. The law is almost abso­
lutely ignored as· shown by the fact 
1:hat only 1.12 % of such money was 
:rendered for taxes for the year 1933. 
lf it were endeavored to enforce the 
rendition of this case, it would sim­
ply ·be removed from the banks a.nd 
this seems to be just one of those 
-<:ases where by mutual consent the 
law Is disobeyed. 

If we subtract from the $2, 721,-
720,976.00 intangible assets· above 
.mentioned, the $851,183,085.00 cash 

100.0% 

in banks, we will have left $1,870,-
537 ,891.00 which must be in notes, 
mortgages, bonds, et cetera . 

Dr. E. T. Miller of the University 
of Texas furnishes us with data 
taken from the U. S. Government 
publication entitled "Statistics of 
lncome for 1931." U. S. Treasury 
Department, Bureau of Internal 
Revenue, Washington, 1933. 

"Under individual returns from 
Texas for the Federal income tax, 
page 69, the dividends on stock of 
domestic corporations are reported 
to be $43,952,000.00; the interMt 
and other income, page 70, $40,43(1,-
000.00. This is inter.est a.nd income 
not otherwise classified. The pre­
sumption is that it is almost wholly 
interest on bank deposits, notes, 
corporation bonds, et cetera, for all 
the other chief sources· of income are 
separately classified. 

·•To get at the capital values 
producing a given a.mount of income, 
one capitalizes the amount of income 
at an assumed rate of interest. As­
suming a rate of 6 %, the problem 
then is to determine what sum which 
at 6 % will produce the stated In­
come. One will divide the above 
amounts by .06. 

$43,952,000 divided by .06 gives 
$732,533,333. 

$40,430,000 divided by .06 gives 
$673,833,333. 

"Stocks, bonds, mortgages, de­
posits at interest would have a capi­
tal or property value of $1,411,366,-
666, for this sum of 6 % yields $84,-
382,000 of income which is the sum 
of dividends and interest reported. 

"Not all of the stock would be 
taxable under our property tax, for 
our law pro'Vides that when the 
property of a Texas corporation ts 
taxed under the Texas property tax, 
the shares of stock are not taxable . 
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"How much of the $732,533,333 
of stock would be subject to this 
exemption I do not know. Any guess 
might be wild. The Texas State 
Comptroller's Report gives the 
amount of stocks and bonds assessed 
for 1931 to be $2,120,722. Whether 
one would guess that fifty per cent 
or twenty-five per-cent of the $732,-
533,333 would be exempt, the 
amount of evasion would still be 
staggering. 

"The $673,833,333 of interest 
yielding property does not include 
Texas county,: city, a.nd d1strict 
bonds, for the income from these 
are not taxable under the Federal 
income tax, but the bonds· a.re sub­
ject to our property tax. There 
should be added, therefore, to the 
$673,833,333 an unascertatnable 
amount of such bonds owned by in­
dividuals subject to the Texas prop­
erty tax. 

"The Comptroller's report gives 
the following as the amounts as­
sessed for 1931: 

Credits (vendor's lien 
notes and the Jike)--$11,275,489 

Bonds and stock ---------- 2,120,722 
Ba.nk shares --------------- 63,134,907 

$76,631,118 

"Wages and salaries reported from 
Texas for the individual income tax 
amounted to $191,126,000.00, and 
rents and royalties to $44,719, 
000.00." 

The above . figures are the best 
estimate we can get of the amount of 
stocks, bonds, et cetera., held by 
Texas investors. It is absolutely im­
possible to determine how many of 
these bondS' are government bonds 
not subject to taxation at all nor 
how many of them are municipal 
bonds which are tax free. A great 
deal has been said about taxing the 
intangibles in Texas and they cer­
tainly ought to be taxed, but as tar as 
this committee has been able to as­
certain, about the only intangibles 
there Is any chance to reach by tax­
ation are notes and mortgages, and 
the State of Michigan seems to have 
solved that problem about as ntis­
factorlly as a.ny other state ca!Jed to 
our attention. That state places a 
stamp tax on all notes, bonds, mort­
gages, et cetera, $5.00 per $1,000.00. 
We are recommending this for 
further careful study. Our time has 

not permitted the writing of any · 
bill on this subject. 

Hon. John G. Willacy, formerly 
State Senator and Tax Commissioner 
of Texas on two di:ll'erent occasions, 
has the following to say a.bout in­
ta.ngible wealth: 

"There is nothing unreal nor mys­
terious about intangible wealth. 
From an earning standpoint it is 
very real indeed; much more so than 
is real property. Possessing earning 
power It is valuable and having value 
it should be taxable and in some 
proper ma.nner taxed. However 
there is a specific di:ll'erence be­
tween intangible value arising di­
rectly from the uses to which prop­
erty is put, and personal intangible 
wealth In the form of Interest-bear­
ing obligations and shares or stock. 
For taxation purposes the former has 
its situs in the State wherein the 
property from which It owes ltso 
being is situated. 'fhat of the latter 
is In the State in which its owner 
resides. 

"In theory,-in fact by the plain 
provisions of our organic law,-both 
are taxable alike. Yet In practice· 
they are not. Intangible value aris­
ing directly from the uses of prop­
erty Is a. part of the going concern. 
value of the property Itself and may 
be taxed ad valorem at prevailing: 
rates, both State and local. But 
there are economic reasons why per­
sonal intangibles, such as lntereat­
bearing obligations in particular, 
may not. 

"Furthermore, the greater part or 
such Intangibles are owned and hav& 
their situs in other States and may 
not be taxed for the benefit of this 
State. The lesser part, that which­
has its situs in this State, may be 
taxed but, as sixty years, approxi­
mately, of experience has taught us, 
not successfully at prevalling acl 
valorem rates. In some communi-· 
ties the combined ad valorem rate, 
State and local aggregates 4i ~· 
upon assessed value. To impose· 
such rate, or even 503 of It, against. 
such personal intangibles could not 
result otherwise than either to force· 
Interest rates to a maximum or else 
drive credit beyond the State; either 
of which would be inimical to th& 
general welfare. And yet our or­
ganic law recognizes no distribu­
tion as between taxables and per­
mits no deviations. 
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"Truth is, this' particular class of 
intangible wealth should be taxed 
for the benefit of the State alone. 
The instruments, themselves, are 
largely held in a few communities 
but the money with which to pay 
them, or their interest charges, h 
earned in many communities. 

"In many states, in lieu of an ad­
valorem tax, a registration tax is 
Imposed. In some other states a low 
rate ad valorem tax is imposed. A 
registration tax, it is true, may be 
imposed only upon such instruments 
as are registered but it is well to 
keep in mind that it· will attach to 
all instruments to be placed of 
record whether destined to be held 
either within or without the State. 
It would not be an unreasonable ex­
ercise of the taxing power. Pro­
tection afforded by the public rec­
ords ls a service of far greater value 
than may be measured by recording 
fees presently charged. But,-there 
stands the organic law. As a lieu 
tax,-in lieu of ad valorem,-it may 
not be used except by constitutional 
amendment it first be authorized." 

We further quote from the report 
of the Tax Survey Committee, 
created by the First Cailed Session 
of the Forty-second Legislature, page 
261, as follows: 

"In this connection the following 
general conclusions may be reached: 

1. The general property tax sys­
tem has .proven a failure in reaching 
money and other intangible11; 

2. The Co.nstitutlon of the State 
of Texas prohibits the taxation of 
this type of property at a different 
rate; and 

3. The taxation of money, or any 
other class of property, without re­
gard for its productivity, Is a capi­
tal levy and therefore ultlmateiy 
confiscatory. 

4. Our present system places the 
heavy burden of our increasing and 
multiplying taxes on approximately 
one-half of our property values, 
namely, real estate and what is gen­
erally denominated as tangible 
property, and permits the other half 
to practically eS'Cape its just share 
of the load, which has resulted in 
multiplying the load on the first 
half,-land, homes, and other visible 
entities,-to the extent, in many 
cases, of ruin and disas.ter. To de­
vise. some equitable method of com­
pelling the rendition and assessment 

of the vast amount of · property 
values that are escaping, is, ap­
parently, the greatest problem with 
which we are confronted. If the 
holders of intangible personal prop­
erty a.nd assets in Texas were forced 
to do their legitimate part, the ren­
dition of the State would obviously 
be materially increased and perhaps 
doubled, and the average rate on all 
property greatly reduced. By reach­
ing and assessing, through a gen­
eral tax law or method of computa­
tion, only that property which is so 
obviously escaping, we could actually 
reduce the general level of taxation 
in the State, and It would not be 
necessary to pile additional discrimi­
natory special tax burdens on indus­
tries and activities which are now 
bearing their just and proportionate 
share of the burden of taxation. 

"It is easy to decry and point out 
such a condition as that hereinbe­
fore delineated, but it is difficult to 
suggest a remedy. Even though we 
~ake many mistakes in so doing, it 
is better to attempt to offer recom­
mendations ot a constructive charac­
ter, rather than to dodge the issue 
and content ourselves· with pointing 
out the many inequalities, discrimi­
nations, and lack of uniformity in 
our present antiquated system of 
taxation. 

"As a result of our researches, we 
find that these questions have been 
answered in the most progressive 
states, in matterS' of taxation, by 
the two following methods or for­
mulas: 

( 1) To attempt to reach at least 
the income from this vast amount Of 
productive personal property which 
ls escaping, by the imposition of 
some form of taxation based on net 
earnings, either through the em­
ployment of a direct income tax, or 
some formula for computing net in­
come as In the case of the formula. 
now used in Texas for computing 
the net income of railroads under 
the intangible tax; or 

( 2) By the imposition of a class­
ified property tax such as is the sys­
tem now employed in Ohio, supple­
menting the same with some form 
of registration tax." 

THE DELINQUENT TAX. 

According to the report of the• 
State Auditor and Efficiency Expert 
under date of July 12, 1932, ad va-
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lorem taxes delinquent to the State one-fourth of current taxes, and In 
amounted to approximately $65,- another delinquencies totalled more 
368,253.72, one-fourth of which is than thirty times the amount of an­
on personal property. while taxes nual collections. These, of course, 
delinquent to subdivisions of the are extreme cases. Taking the State 
State approximated $90,000,000.00. as a whole, the survey made last 
Meantime, deficits in State funds of year showed taxes delinquent were 
more than $15,000,00\J.OO reported about twice the amount of taxes 
by the same authority are figures actually collected. Since that time 
alarming to all those Interested In the general situation has grown 
the proper functioning of State de- worse. The Industrial, Commercial 
partments and institutions. Coun- and Agricultural Conference survey 
ties, cities and school districts find indicated delinquent taxes in Texas 
themselves confronting serious finan- amounting to $120,000,000.00. Later 
cial problems, as well as high tax estimates, as has been shown, place 
rates and incessant demands for new the total delinquencies at $150,­
forms of taxation. Those who are 000,000.00 plus. 
paying their taxes are compelled, The committee is greatly Indebted 
through failure of others to meet to Mr. L. P. Gabbard of College Sta­
their obligations, to pay more than tion. Texas, for a copy of an ex­
their just proportions of the cost of haustlve study of the subject,of tax 
government, and tax delinquency Is delinquency made under Mr. Gab­
a growing evil. The failure of the bard's direction. From his survey 
State and its subdivisions to reduce we quote as follows: 
delinquencies encourage more and "There Is outstanding In Texas to­
more taxpayers to neglect their obi!- day delinquent taxes amounting ap­
gations. The amount of delinquen- proximately to $141,783,000. Thie 
cies alone sutriciently proves the amount has accrued since 1885, and 
necessity for more efficient methods the serious aspect of It Is that tax 
and a more iu•t and firm policy of delinquency has more than doubled 
collection. since 19 31. The Increase In tax de-

ln some cases, tax delinquencies linquency of farm real estate has 
can be accounted for by unfavorable been especially rapid during the past 
commercial, agricultural and bust- few years. For example, the num­
ness conditions, but in most pros- her of farms becoming dellnauent In 
perous sections of the State delin- 120 representative counties In Texas 
quencies show high ratio to collec- increased from 33,267 In 1928 to 
tions. A survey conducted last year 124,192 in 1932, an increase of al­
by the Industrial, Commercial and most three-fold. Tbe acreage delln­
Agricu ltural . Conference revealed quent showed an even greater In­
that delinquencies were very great crease; 4,588,000 acres In 1928 and 
in certain counties in which there 32,603,000 In 1932, a six-fold ln­
were numerous large landholders. In crease. The annual amount delln­
one South Texas county delinquencies quent on farms In these counties was 
exceeded collections by more than 6 1-3 times in 1932 what Is was in 
300.00 In another county, famous 

1
1928." 

as one of large landholders, delin- Quoting again from the Gabbard 
quencies exceeded collections by report: 
above $10,000.00. In the most pop- "Table 2 shows a summary of de­
ulous Texas county tax pa,yments linquent ad valorem and poll taxes 
were not equal to twice the amount owing the Eftate and counties from 
of taxes unpaid. In the county sec- 1885 to 1933, Inclusive, classlfted as 
ond in population delinquencies to 'solvents' and 'insolvents.' Of 
amounted to one-half of the col- the $90,323,306 delinquency accru­
lectlons, while in the third Ing during the period, 74.4 per cent 
most populous county delinquencies falls into the 'solvent' class and 
equalled seven-eighths of the amount 25.6 per cent into the 'insolvent' 
collected. If It was desired to class. As to collections It wll! be 
exaggerate the delinquent tax sit- observed that 35. 7 per cent of all 
uation it would be easy to cite delinquency was collected during the 
numerous cases in which delin- period, 45.1 per cent of the 'solvent' 
.quencies were In excess of cur- class and 8.4 per cent of the 'in­
rent collections. Thus In one county solvent' class. Thus it Is seen that 
in 19 3 3, collections amounted to only we have not been able to collect 
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more than 8.4 per cent of 'insolvent' 
delinquency, which class makes up 
25 per cent of the total delinquency. 
If such property is to be taxed, ob-

. viously, a more direct and certain 
method must be employed. For ex­
ample, why not collect the property 
tax on automobiles at the time the 
license is issued." 

The survey referred to showed 
that in the average county studied, 
five per cent of the delinquent tax­
payers owed thirty-five per cent of 
delinquent taxes and that in the 
more populous counties six per cent 
of the delinquents owed forty-six per 
cent of the delinquent taxes, thus 
proving that many large property 
holders were not paying their taxes 
and that a loose policy of collection 
was not necessary to protect ,small 
homeowners. It may be conceded 
that, in a number of argicultural 
counties in which the average hold­
ing is small, there is real inability 
to pay, but it is equally true that a 
large proportion of our delinquent 
taxes is owed by people who are 
able to pay. Many of these people 
are paying taxes to the Federal gov­
ernment, while falling behind in 
their State and local taxes. 

Relief for distressed taxpayers is 
desirable, but we have been over­
looking the fact that we are encour.­
aging some ta.xpayers to neglect 
their taxes and cause others to make 
sacrifices in order to pay theirs. 

Millions of dollars of our delin­
quent taxes are owed by corpora­
tions of one kind or another which 
continue to derive profits from the 
very citizens whose tax burdens have 
been made heavier by the corpora­
tions' delinquencies. It is a self­
evident proposition that any per­
centage of delinquencies means a 
larger burden for those who pay their 
taxes. .In a county where one-half 
the owners of property do not pay 
their taxes, the owners of the other 
half must of necessity pay twice as 
much as they ought to pay. To per­
mit the present situation to continue, 
is to penalize the more public~spir­
lted citizens and those most anxious 
to keep their homes free of debt. 

The imposition of new taxes could 
only result in further burdening our 
actual taxpayers. It is manifestedly 
absurd for any state to make the 
confession of impotenee which would 
be implied in the adoption of new 
taxes with so vast a sum In tax de-

!inquencies outstanding. If the State 
anrl it8 various subdivisions must 
lost so great a sum due under es­
tablished forms of taxation, what 
hope can there be of ;relief for them 
under new and untried schemes of 
taxation? It would be even more 
unjust to increase existing tax rates, 
or to raise assessments, while allow­
ing delinquent taxes to go uncol­
lected. 

It is reasonable to suppose that 
under a.n efficient and vigorous tax­
collecting policy, which would secure 
collection "Froru Those Able to Pay," 
at least one-fourth of the outstand­
ing delinquencies could be collected. 
If one-fourth of the taxes now de­
linquent could be collected, not only 
tile State but practically all of its 
political subdivisions could be oper­
ated on a cash basis. 

The need for legislation to do 
away with numerous obstacles to ex­
peditious collection of delinquent 
taxes was recognized by the people 
in the adoption, in 1932, of a con­
stitutional amendment. (Section 13. 
Art. 8), providing for the speedy 
sale, without the necessity of a suit 
in court, and for . giving tax col­
lectors authority to make such sales 
themselves under regulations pro­
tective of the rights of property 
owners. In line with the purposes 
of this amendment, the Tax Program 
Committee has prepared a bill which 
it believes will go far toward curing 
the delinquent tax situation without 
imposing undue hardships upon tax­
payers. 

The committee believes it neither 
necessary nor proper to resort to un­
duly harsh measures. Some part of 
our tax delinquencies are of such 
long standing that they might well be 
forgiven. There can be no real ad­
vantage to State or local govern­
ments in attempts to collect ancient 
penalties and to secure judgments 
which would be profitable only to 
officials. What is needed in legis­
lation which will insure that collect­
ing agents shall proceed, without 
favoritism, to the collection of actual 
delinquencies which have accrued in 
the last fifteen years: legislation 
which will do away with cumbersome 
processes, not only for the sake of 
speedy collection, but in order that 
the State and local governments may 
receive the greatest possible portion 
of the money collected and the tax­
payers be required to pay the least 
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amount in excess of the actual tax, 
and finally, which will provide for 
redemption, within a reasonable pe­
riod and without excessive cost, of 
property sold for taxes. 

Accordingly, the committee's bill 
proposes to simplify procedure in 
the sale of property for delinquent 
taxes, to facilitate the borrowing of 
funds to meet tax assessments, and 
to decrease the cost of redemption. 
It provides for the creation of a 
plat and ownership record and for 
vacation of the office of assessor and 
collector upon failure of the holder 
of that office to carry out the pro­
visions of the bill. 

A STATE INCOME TAX. 

Due to the increased cost of the 
State and subdivisional governments 
during the past fifteen years, each 
Legislature is confronted with the 

necessity of finding new sources of 
revenue. Among those taxes which 
have been here~ofore laid are the 
property or ad valorem tax, the in­
heritance tax. various license and 
franchise taxes, and gross receipts 
taxes. Texas has not as yet seen fit 
to levy a State income tax, which in­
cludes all taxes that depend upon the 
size of the income of the taxpayer. 
It is not the purpose of this commit­
tee to recommend the enactment of 
an income tax in this State, but to 
call attention to its workings in other 
states where it has been adopted as 
a source of revenue, to some of the 
difficulties arising out of its opera-
tion, and to the benefits as well as 
the expenses incurred in its enforce­
ment. For the benefit of those mem­
bers of the Forty-fourth Legislature 
who may desire to study the opera­
tion of this tax in other states, we 
submit herewith the following five 
tables: 

TABLE NO. 1. 

State Individual and Corporate Income Tax Rates and Exemptions AB of September 1, 1113'. 

State Rates Exemptions (income ex- :Bemarb 
cept ,.. lndio.\ted) 

Individual Corporate Individual Co:rpo-
rate 

$1,000 
Alabama First $1,000 1% 3% s $1,500 Amendment ai>-

$1,000-$3 ,000 2% JI! $3,000 proved Jul7 18, 
$3, 000-$5 ,000 3% D $300 1988 
$5,000-$8,000 4% 
$8,000 up 5% 

Arizona First $2,000 1% First $1,000 1% S $8.00(tax) None 
s2.000-3,ooo 11% $1,000-2,000 2% M 17 .50(tax) 
$3. 0004 ,000 ll% $2. 000-3, oco 2l% D 4.00(tax) 
$4 ,000-6 ,000 2% $3 ,OOQ-4 ,000 3% 
$5,()(1().6,000 21% $4,000-5.000 3l% 
$6,000-7 ,()()() 3% $5 ,000-6,COO 41% 
ri ,000-8,000 311% $6,000 U'P 6% 
$8,000-9,000 4% 
$9,000 U'P 0% 

Arkansas First $3,000 1% 2% s $1,500 fl,500 
$3 '000-6 ,000 2% M $2,600 
$6,00!Hl,000 8% D $100 
$11,000-25,000 4% 
$25,000 up 6% 

Calif. 2% 
Minimum '26-00 None l'nmehllt ta:ir 

Conn. 2% None 
Minimum $20.00 

Delaware First $3,000 1% s $1.000 None 
$3,000-10,000 2% 
$10,000 U'P 8% D 200 

Georgia First $5 ,000 1% '% s $1,liOO None 
115,000-10,000 2% M 3,500 
$10,000-16,000 S% D 400 
115,000-20,000 4% 
$20,000 Uj) 5% 

Jdallo First $1,000 1% First S2,000 1% SS 700 None 
$1,000-2,000 2% $2,0Q-1,000 2% M l,liOO 
$2,CJro.,'l,000 3% '4,()()()..6,000 8% D 200 
SS, 000-4 ,000 4% $6,000 up 4% 
$4 .OOlh'j,()00 6% 
115,000- U'P 6% 
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TABLE NO. 1-0<>ntlnued. 

State Individual and Corporate Income Tax Rates, and E:z:em:otions As of September 1, 1934. 

State Rates Exemptions (income ex· !«marks 
cept as indicated) 

Individual corporate Individual • Corpo-
rate 

Iowa First $1.000 1% 2% - S $ 6.00 (tax) None Effective 
$1.<I00-2,000 2% M 12.00 (tax) Jan. 1. HI& 
$2,ooo-a,ooo 3% D 2.00 (tax) 
$3,0Q0-4 ,000 4% 
$4,000-5 ,000 5% 
$5.000 up 5 '7o 

Kansas First $2,000 1% 2% s $ 750 None 
$2,000-3,000 2% M !,600 
'8.~.ooo 
$5,000-1,000 

2j% 
&% 

D 200 

$7 ,000 up 4% 
Louisiana Fir.st e10,ooo 2% 4% s $!,000 $3,000 Oonstitutional 

$10,000-50,000 4% M 2.500 amendment &J>-
$50,000 up 6% D 400 vroved .Novem-

s Indicates single person. M Indicates married person. 
ber 1 1934 

D indicates dependent person. 
Mass. lli% on earned in· 2j% S $2,000(1) .None Excise tax on 

come and annuities M 2,500 corporations 
33 on capital gains D 2"0 
6% on interest and 
dividends 

Minn- First $1,000 1% Same as on fndiv- s $1,200 $1,000 Privilege tax 
$1,000-2,000 ll% uals M 2,000 on corpora· 
$2.000-S ,000 u~ D 250 tions 
$3,000-4,000 
114 ,ooo-5 ,000 2% 
'5, Cl00-6. 000 211% 
$6,000-7 ,ooo 3% ".ooo-a. 000 <ti% 
18,D00-11, 000 4% 
$9,000-10,000 Q% 
SJ.0,000-Ul> 5% 

MlBB. First $2 ,ooo 211% Same •• lndlvld- 8$ 750 $750 
$2,0Q0-5,000 Iii% ual rate M 1.500 
$6,000-15 ,000 5% D 200 
$16,000 Ul> 8% 

Missouri" First SJ.,000 1% 2% s $],000 None 
no credit M 2,000 

$1,000-2,000 Ii% D 200 
$5.00 oredlt 

$2,000-3,000 2% 
$15.00 credit 

$3 ,000--0,000 li% 
$30 credit 

$6,000-7 .000 3% 
$55. 00 credit 

$1,0IXHI, 000 311% 
$90.00 credit 

4% $9,000 Ul> 
$135.00 credit 

Montana First $2,000 1% 2% s $1,000 None License tax 
$2,000-4 ,000 2% M 2,000 on col't>ora· 
S4 ,000-6, 000 3% D 200 tlons 
$6,000 up 4% 

New Average property Same as lndlvld- None None Applies only 
RamIH1h!retax rate throughout ual rate % to dividends 

the State and interest 

New Plrst 1110.000 1% 2% s $1.500 $1,000 
Mexico $10,000-20,000 2% M 2,500 

$20,000-100,000 3% D 200 
$100,000 up 4% 

New York First $10,000 3% 4li% s $1.000 None Personal rates 
f].0,()(114(),000 5% Minimum ~-00 M 2,500 are temporary. 
$li0,000 up D 200 Franchise tax 

on corpora· 
tions 

(ll' $1,000 for a single person and $1,600 for a married person In case of Interest, etc. 
S Indicates slngle person. M lndlcatea married peraon. D Indicates dependent person. 
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State 

Individual 

l'orth First $2,000 8% 
<Jarolina $2 ,OOQ-4 ,000 4% 

$4 ,OU0-6. 000 6% 
11".coo up 

~orth First $2,000 1% 
Dakoto $2 • Oll0-4 '000 2 'lit 

"4. 1000--;j1 IJOO 3 .,.., 
~.000-6,00IJ 6% 
$6,WO-o,ooo 76% 
::;~.~lU,000 10 % 
$10,l00-15,000 12i% 
$15,000 UP 10 % 

Obie(!) 5% 

Oklahoma }"irst $2,000 1% 
$2 ,OIJ(H '000 2% 
$4 ,00-i ,000 3% 
$7 ,()OIJ--10,000 4% 
$10,000-14,000 5% 
$H,UOO up 6% 

Ort>gon First $1,000 2% 
$1,000-",00IJ 3% 
i2,00()-;l,000 4% 
$J,Ouo-l,UOO 5% 
$4 .000-0.uoo 6% 
$0.000 up 7% 
Yield o! in· 
tangibles 8% 

South First $2,000 2% 
Carolina $2 .OO<H .uoo 3% 

$4,()()(Hl,000 4% 
$ti,OOO up 6% 
Dividends above 
$100. 00, 5% flat 

l'cn.DeHee 5% 

Utab First $1,000 1% 
,1.,000-2,000 ll% 
$2 ,000-3 ,000 1,% '3 ,OOH, 000 l % 
",000-0 ,000 2% 
$5 ,ow-6, 000 26% 
$6,000-7,000 3% 
Sl .ooo-s.ooo 311% 
$8,000 up 

Vermont 2% 
4% on interest and 
dividends 

Vir2inia First $3.000 1•% 
t3.000-5,000 2i% 
6,000 up S% 

Wisconsin First $1,000 1 % 
$1,000-2,000 1!% 
$2.000-3,000 ll% 
$3,()()()-4,000 2 % 
$4,000-5,000 26% 
$5,()()()-6,000 3 % 
$6.000-7 ,000 81% 
$7 ,000-8,000 4 % 
$8,COIHl,000 tl% 
$9,0<M>-10,000 5 % 
$10,000-11,000 6l% 
$11,000-12,000 6 % 
$12,000 up 7 % 
Surtax-deduct 
$37 .50 from normal 
tax and divide by 6 
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Rates 

Corporat• 

6% 

3% 

6% 

Same as mdlvid· 
uala 

So/o 
Minimum $10.00 

(offset for per-
BOOB.I vrouerty 
tax up to 90% of 
excise) 

46% 

5% on Interest and 
dividends 

3% cxcir;e tax (cred-
its BKainst latter 
tor vrivilege taxes 

83 
or 1-20 of l % of val· 
ue of tangible Jlrop-
erty, \\blCh{'VC'r I• 
greater. (offset up 
to 1-3 for property 
tax) 

2% 

3% 

Fir.I 11.000 2 % 
fl ,000-2.000 2l% 
$2,0~.000 s % 
$3,000-4,000 S\% 
,l,000-5,000 • % 
$5,000-6,000 5 % 
$6,000 up 6 % 
Surtax-norma1 
tax less f75.00 di· 
vided br 6 

Exemptions (incomeu-
Ct'lJt as Indicated) 

llll11v1du1l Cot po· 
rate 

s $1,000 None 
M 2,000 
D 200 

!:l $ 600 None 
M 1,500 
D 200 

None NoDe 

s $1,000 None 
M 2,000 
D 500 

8$ BOO None 
111 1,500 
D 300 

8 fl,000 None 
M l,800 
D 200 

None NoDe 

s ,1,000 Nono 
M 2,000 
D 400 

s $1,000 None 
14 2,000 
D 250 

s $1,000 None 
M 2,000 
D 200 

s $ 8.00 (tax) None 
M 17 .50 (tax) 
D t.OO(tU) 

Remarks 

Tax appll• to 
IDeome OD ID· 
taneiblea oniJ'. 

E:a:clae tax Oii 
corporaUo.o.1 

6% ta:a: appllea 
onl;r to lnteroot 
1111d dividends. 

Franclllae ta:r 
on corpora-
tlollll. 

FraDclllae ta:r 
on eorpora-
tlona. 

s Indicates single person. 14 Indicates married penon. D IDdlcateo dependent peraon. 
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TABLE NO. 2. 

Personal Income Tax Due Under Federal and State Laws for Taxable Year 1934 
on '2.000 Salary. 

State 

Alabama -----------------------
Arizona ----------------------­
Arkansas --------------------­
Delaware -----------------------
Georgia ------------------------

Idaho -------------------------­
Iowa ---------------------------

f~~rsi!n~--::::::=:::::::::::::: 
llhssachusetta -----------------

.Minnesota ---------------------
:i::~~~P! __ :::=:::::::::::::::: 
Montana -----------------------New .Mexico ____________________ _ 

New York-----------------------
North Oarolina-----------------

~~!J:o~k~~~-:::::::~:::::::::: 
Oregon --------------------,----
Soutb carollna •. ______________ _ 

Utab --------------------------­
Vermont -----------------------
Virginia ---------------------­
WJsconsln ----------------------

lllan, Wile, 3 Dependents Slngre Person 
Federal 

o.oo 
o.oo 
0.00 
o.oo 
0.00 

o.oo 
o.oo 
o.oo 
o.oo 
o.oo 
o.oo 
0.00 
0.00 
o.oo 
o.oo 
0.00 
0.00 
o.oo 
o.oo 
o.oo 
0.00 
o.oo 
o.oo 
o.oo 
0.00 

State 

0.00 
0.00 
0.0!) 
0.00 
o.oo 
o.oo 

12.00 
0.00 
o.oo 
o.oo 
0.00 
0.00 
o.oo 
o.oo 
o.oo 
o.oo 
o.oo 
o.oo 
0.00 
o.oo 
o.oo 
0.00 
o.oo 
o.oo 
o.oo 

TABLE NO. 3. 

Total Federal 

0.00 
o.oo 
o.oo 
o.oo 
o.oo 
o.oo 

12.00 
o.oo 
o.oo 
MO 

0.00 
o.oo 
o.oo 
o.oo 
o.oo 
o:oo 
o.oo 
o.oo 
o.oo 
o.oo 
0.00 
o.oo 
o.oo 
o.oo 
o.oo 

82.00 
32.00 
3!.00 
32.00 
82.00 

32.00 
32.00 
32.00 
32.00 
82.00 

82.00 
32.00 
32.00 
82.00 
32.00 

82.00 
32.00 
32.00 
82.00 
32.00 

32.00 
32.00 
32.00 
32.00 
82.00 

State 

5.00 
12.00 

5.00. 
10.00 
5.00 

16.00 
24.00 
12.50 
20.00 
0.00 

s.oo 
31.25 
10.00 
10.00 
5.00 

30.00 
30.00 
15.00 
10.00 
26.00 

20.00 
10.00 
20.00 
11.25 
14.50 

Personal Income Tax Due Under Federal and State Laws tor Taxable Year l!Kl4 
on $0.000 Salary. 

State 

Alabama ----------------------­
Arizona --------------------·--­
Arkansas ----------------------­
Delaware ---------------------­
Georg.fa ----------------------

Idabo ------------------------­
IQwa -------------------------­
Kansas -----------------------
Louisiana ----------------------
Massachusetts --------·------

Minnesota ---------------------­
.Mississippi --------------------­
Missouri -----------------------­
Montana -----------------------
New .Mexico---------------------

New Yorlc-----------------------North Carolina ________________ _ 
North Dakota------------------
Oklahoma ---------------------­
Oregon ------------------------

Man, Wife, S Dependents Single Person 

Federal State Total Federal State 

$ S2.00 
82.00 
82.00 
82.00 
82.00 

82.00 
82.00 
82.00 
92.00 
82.00 

82.00 
32.00 
82.00 
82.00 
82.00 

S2.00 
82.00 
92.00 
92.00 
82.00 

' 12.00 
38.00 
13.00 
24.00 
8.00 

57.00 
132.00 
38.00 
26.00 
26.25 

26.25 
81.50 
24.00 
22.00 
111.00 

Sll.00 
78.00 
ss.oo 
16.00 
74.00 

' 44.00 10.00 
45.00 
fiG,OO 
85.00 

81>.00 
164.00 
70.00 
58.00 
58.25 

58.25 
113.50 
56.00 
l!().00 
51.00 

811.00 
1oe.no 
70.00 
i?.00 

106.00 

$UO.OO 
140.00 
140.00 
uo.oo 
140.00 

110.00 
140.00 
140.00 
110.00 
140.00 

110.00 
140.00 
110.00 
140.00 
110.00 

140.00 
140.00 
140.00 
140.00 
140.00 

$ 65.00 
69.50 
40.00 
li0.00 
35.00 

115.00 
141.00 

71.25 
80.00 
45.00 

51.50' 
128.75 

47.l50 
oo.oo 
116.00 

ll!0.00 
uo.oo 
'15.00 
eo.oo 

152.00 

499 

Total 

37.00 
44.00 
87.00 
42.00 
37.00 

46.00 
66.00 
44.50 
52.00 
32.00 

40.00 
63.20 
42.00 
42.00 
87.00 

62.00 
62.00 
47.00 
42.00 
58.00 

52.00 
42.00 
52.00 
43.25 
46.50 

Total 

'205-00 
199.50 
180.00 
190.00 
175.00 

265.00 
284.00 
211.26 
220.00 
1&1.00 

191.50 
208.'15 
187.50 
200.00 
176.00 

260.00 
2!!0.00 
216.00 
200.00 
192.00 
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TABLE NO. l. 

Personal Income Tax Due Under Federal and State Laws fol' Taxablo Year 11134 on lflb,000 
Income (Assumed Sources of Income: Personal Service $15,000; Taxable Interest IJ.Q.000). 

State 

Alabama ----------------------..$ 
Arizona ------------------------
Arkansas -----------------------
I)elaware ----------------------­
Georgia ------------------------

Idaho -------------------------­
Io'l\1a --------------------------­
Kansas ------------------------
Louisiana ---------------------­
Massaehusetts -----------------

Minnesota ---------------------­
Mississippi --------------------­
Missouri ------------------------
Montana -----------------------
~ew Hampshire-----------------

New MexiCO---------------------
New York-----------------------
Nortb Carolin•----------------­
~orth Dak:ote. ------------------
Obio(l) ------------------------

Oklahoma ---------------------­
Oregon -------------------------
South Ce.rolinB----------------­
Tennessee(l) -------------------
Utah ---------------------------

Man, Wife, 3 Dependenta Single Person 

Federal State .Total Federal 

2,251.00 ' 885.00 98,186.00 '2.lllK.00 
2,251.00 888.00 S,139.00 2,804.00 
2,251.00 662.00 2,903.00 2.so.i.00 
2,251.00 542.00 2,793.00 2,80!..00 
2,201.00 515.00 2,766.00 2,8()4.00 

2,25r.oo 1,22<1.oo s,i75.oo 2,111K.oo 
2,251.00 1,132.(XI 3,388.00 2,ll!K.00 
2,251.00 786.oo s.cm.oo 2,!ll4.oo 
2,251.00 652.00 2,903.00 2.804.00 
2,251.00 630.00 2,881.00 2,804.00 

2,251.00 862.50 3,113.50 2,BO,l.llO 
2.251.00 1,129.00 3,880.00 2,804..00 
2,251.00 tr.16.00 2,$77.00 Z,80!..00 
2,251.00 76"'.00 3,015.00 2,804..00 
2,251.00 277.00(2) 2,528.00 2,804.00 

State 

'1,005.00 
900,50 
740.00 
500.00 
675.00 

l,P.00 
1,10.00 

8'0.00 
760°00 
706.oo 

Total 

N,!11111.oo 
s,na.oo 
3,544.00 
2,841.00 
s,"11.00 

,,llll.00 
S,948.00 
3,6".00 
S,5114.00 
3,50ll.OO 

940.00 3, 744.00 
1,206.00 (,009.00 

000.00 8,(11!.00 
8'0.00 3,6".00 
277.00(Z) 8,061.00 

2,251.00 857.00 2,608.00 2,BOU.O ,05.00 8,191.00 
2,251.00 866.00 3,116.00 2,80'.00 1,000.00 3,!P4.00 
2,251.00 1,22(.00 3,(75.00 2,80'.00 1,320.00 ,,12(.00 
2,251.00 2,300.00 (,551.00 2,804.00 2,540.00 5,8".00 
2,251.00 600.00 z. 751.00 2,BOi.00 5()0.00 8,IJ>i.00 

2,251.00 000.00 3,171.00 2,llH.00 1,070.00 8,87'.00 
2,251.00 1,508.oo s,759.oo 2,804.oo 1,6116.00 ,,440.oo 
2,251.00 1,010.iO 3,261.00 2,804.00 1,080.00 3,88(.00 
2,251.00 600.00 2, 751.00 2,804.00 600.oo S,804.00 
2,251.00 717.00 2,968.00 2,8()(.00 805.00 S,11111.00 

~~~~~~~~~~~~~~~~~~~~~ ~~~~~~~~~~~~~ 

2,251.00 815.oo 2,l!9f).oo 2,SOf.00 eeo.oo s,411&.oo 
2,251.00 575.00 2,821i.OO 2,llH.00 007.60 8,'61.60 
2,251.00 1,484.75 S,735.75 ll,ll!K.00 l,l!Oll.88 (,318.89 

(I) Tax calculated on tbo Income derived from lnv•tmmta. 
(2) Rate ror lllSS. 
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TABLE NO. 6. 

Penonal Income Tax Due Under Federal and State: L2lws for Taxable Year 1934: on $100,000 
Income (Assumed Sources of Income: Personal Service $20,000; Taxable Interest $80,000). 

Sta to 

Alabama ------------------·--' 
Arizona -·----------------­
Arkansao ------------------­
Delaw""' ----------------------
Georgia ------------------· 

Idajlo ----·······--------­
Iowa ------------------~----­
Eawas ---------------------­
Loullll&lla ------------------
llilBUacbusetta --------------

MIDDesota ------------------
ll!ISBlssl1>1>l --------·----------
Mlllsourl ------------------­
Montana -------------------
New EamJ)Sblre(l) --------

New Mu:loo..---······--··-··· 
New York------·············· 
Nortb OsrollDa. •• ----------­
Nortll Dakota···----------·--
Ohlo(l) --------······-····· 

Oklahoma ------------·-·­
Orqon ·----------------
South Oarollna. ••••• --------­
TOllDIOIM(l) ----------· 
U'tab -------------------

Vermont --·-··------·-·· 
lJ~~==::::::::: 

Man, Wite, 8 Dependenta Single Person 

Federal 

29,946.00 
211,ll&e.OO 
29,918.00 
29,916.00 
:29,Dt8.00 

29,948.00 
29,948.00 
llll,948.00 
29,1146.00 
211,1146.00 

State 

• 4,635.00 
A.268.00 
4,402.00 
2,702.00 
i,2t0.00 

5,724.00 
4,B82.00 
3,786.00 
4,ii78.00 
4,935.00 

Total Federal 

$34.581.00 
84,209.00 
84,348-00 
82,738.00 
32,:111.00 

85,670.00 
34,lj'lS.OO 
33, 7112.00 
84,524.00 
34.8111.00 

$31,4()4.00 
81,40i.OO 
81,{04.00 
81,40i.OO 
111,{()4.00 

31,404.00 
81,404.00 
81,{04.00 
31,40i.OO 
31,404.00 

State Total 

'4,755.00 $36,159.00 
4.,284.60 86,68$.5() 
4,490.00. 35,8P4.00 
2,840.00 34,244.00 
4,425.00 86,829.00 

5,608.00 37.212.00 
4,89{.00 86,298.00 
8,840.00 85,244.00 
4, 7'0.00 . 86,144.00 
5,028.00 36,432.00 

29,1148.00 4,612.50 IU,558.50 
86,576.00 
83,672.oo 
85,710.00 
82,162.00 

81,404.00 4,600.00 36,094.00 
29.948.00 6,629.00 81,AQi.OO 5,706.00 87,100.00 
29,948.00 3,8'26.00 31,404.00 S,690.00 36,1)94.00 
29,948.00 8,764.00 81,404.00 8,840.00 36,ll!U.OO 
29,948.00 (2)2,216.00 81,40i.OO (2)2,216.00 85,821.00 

29,948.00 
29,1148.00 
29,1146.00 
29,946.00 
29,1146.00 

29,1148.00 
29,1148.00 
llll,1148.oo 
29,948.00 
29,1148.00 

29,040.oo 
29,946.00 
lll!,IH6.oo 

2,801.00 
5,583.00 
6,724.00 

18,650-00 

52,55~.oo 
85,529.00 
85,670.00 
48.496.oo 
38,946.00 

s1,to4.oo 2,655.oo 84,069.oo 
81,40i.OO 5 ,730.00 87 ,JIU .oo 
Sl,40f.00 5,820.00 87 ,2?A.OO 

MOO.oo 
81,404.00 13,790.00 40,194.00 
81,404.00 4,000.00 86,(Qi.OO 

5,'2().00 l!0,866.00 81,404.00 
7,4112.00 37,428.00 81,4()4.00 
4,760.00 IU,708.00 81,404.00 
4,000.00 83,946.00 81,40!!.00 
a,717.oo 33,663.oo s1,404.oo 

8,546.00 SS,491.00 81,404.00 
2,820.00 52,771.00 81,40.l.OO 
7,IOl.75 37,555.75 81,404.00 

5,670.00 
7,680.00 
4,830.00 
4,000.00 
S,805.00 

3,580.00 
2,9C71.50 
7 ,634.83 

86,974.00 
88,911{.00 
86,2114.00 
86,4()4.00 
85,209.00 

ueo.oo 
IU,81!.liO 
89,()!18.89 

(l) Taz eaJeulated on tile Income darlnd from IDnatmea.t.. 
(2) II.Ille for 11111. 
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Table No. 1 discloses the income 
tax rate structure as related to in­
dividuals, set out in the statutes of 
the several states where the income 
tax is made a basis of support. In 
some of the States recently adopting 
this law, such as Louisiana, a very 
gradual progession is noted. In such 
States as Alabama, Arizona, Idaho, 
Iowa, Kansas, Minnesota and Utah a 
steeper scale is used than that in 
some of the older statutes. Another 
feature which has been reflected in 
the newer statutes outlined in Table 
No. 1, is that the maximum income 
rates are higher than those of the 
states which adopted this system of 
taxation some years ago. In order to 
meet the emergency of the past three 
or four years the State of Wisconsin, 
which is the oldest state to adopt 
this form of taxation, has increased 
its rates materially, 

Tables No. 2 to No. 5 inclusive, 
reflect in detail the rates set out in 
Table ·No. 1 to a certain extent. It 
is particularly noted in Tables No. 
4 and No. 5 that the assumption re­
garding the character of income tax 
is highly artificial. In these it may 
be assumed that it is unlike that a 
person rece1vmg $5,000.00 salary 
would have no other source of in­
come as is assumed in Table No. 3. 
It is still less likely that incomes 
of the types described in Tables No. 
4 and No. 5 would exist at all in any 
certain case. In addition to sum­
ming up the rates set out in the 
various states, Table No. 1 outlines 
personal exemption and credit for 
dependents under the various types 
of statutes. A casual study of these 
ta bl es shows a great variation in the 
yield of this character of income as 
applied to the States; the most se­
rious of which is the unstable amount 
of revenues produced. By comparing 
the income tax as applied to the 
states with other forms of taxation, 
it will be observed that the revenues 
derived from income tax are very 
much less constant and subject to 
more variations than those from any 
other certain sources of revenue. 
Those assessed against the middle 
class incomes are to some extent 
more stable and certain than those 
applied to large Incomes; this leads 
to the inevitable conclusion that 
State income taxes are looked upon 
with greater favor in the richer 
states than in the poorer: thus giv­
ing the lending states a distinct ad-

vantage over the borrowing states. 
From a careful study of the problem 
it would seem that there is no es­
cape from this inequality among the 
various states using this source of 
income. Then, too, the committee 
calls attention to the costs of ad­
ministration, which are based on 
estimates for the reason that many 
of the states do not set up a separate 
administration cost for comparison 
between the collection of individual 
and corporation taxes, and, gener­
ally speaking, it has been found that 
the collection of State income tax 
rises to a higher lever than that of 
any other form of taxation unless it 
be the ad valorem tax. 

The income tax for State purposes 
was first enal·ted in the State of 
Wisconsin in 1911 and bas remained 
upon the statute books of that state 
since that time. Prior to the enact­
ment of the Wisconsin statute, some 
effort had been made, without suc­
cess, and although something like 
one-half the states have adopted it 
in later years, it has been taken np 
and added to the tax base of other 
states with a varying degree of satis­
faction. A close study of this class 
of taxation amonr;; the states leads 
to the conclusion that It has been 
adopted on account of Increased ex­
penses in the local and State govern­
ments and the need of widening the 
tax structure to secure necessary 
revenue. As is pointed out in an­
other caption of this report, the 
committee has shown where the ad 
valorem, or general property tax, 
has almost broken down in all the 
states and must have support from 
some source. It will be seen further 
that the states in addition to this 
form of taxation since about 1911, 
have added other means of taxation 
to their statutes and that the adop­
tion of the income tax in every in­
stance has been only one part 
of a movement to reorganize and 
strengthen the tax systems. Since 
the early days the ad valorem or 
general tax formed the main source 
of revenue and in order to supple­
ment or strengthen the general prop­
erty tax some of the states have 
adopted classified property taxes, 
while nearly all of them have en­
listed the inheritance tax, as well 
as many special forms of license 
taxes. The whole system has been 
one or seeking a way to set up a 
system of taxation in the states 
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which would reach all the people and) rived." The Supreme Court of the 
more equitably distribute the burd- United States in the case or Evans 
ens among them. The income tax, vs. Gore, passing on the right to 
while theoretically sound, presents levy an income tax upon the salary 
many baffling problems which must of a Federal distrlet judge, said 
be considered in an attempt to put "thus the genesis and words or 
it into practical ettect. Some of amendment ~nite in showing that it 
them are what constitutes income in does not extend the taxing power to 
the general sense and wha_t part, if new or accepted subjects, but merely 
any, sbould be subject to taxation; removes all occasion otherwise for 
then the matter of setting a correct an apportionment among the states 
rate presents extreme ditticulties. of t'.lxes laid on income, whether de­
The first question in setting these rived from one source or another." 
rates is shall it be uniform or pro- Without questioning this language 
gressive, and if progressive, what the Supreme Court has denied the 
scale is the most just. After the right of the states or the Federal 
administration is once laid out, then government under the 16th amend­
the matter of enforcement becomes ment to tax the income derived from 
of extreme importance; then the govermental salaries of the other. 
matter of harmony between the It has been suggested time and again 
states where it is sought to be laid that an amendment to the Federal 
and other states; and in the case Constitution should be adopted to 
of foreign corporations, what part prohibit the issuance of tax exempt 
Of the income of the corporations is securities, but there is not enough 
.subject to taxation in the State. The sentiment in the country at the 
question of exemption is always to moment to accomplish this and it 
be considered and in every state has been demonstrated time and 
where an income tax is levied some again by the action of Congress that 
sort or an exemption is made, which the states will not, through their 
usually runs around $1,000.00 to a representatives, tolerate such a sug­
single person and $2,500.00 to a gestion. Neverthe~ess, It is a con­
married couple. Besides these, the elusive fact that this vast amount 
salaries of Federal· officers in a state of tax exempt income interferes with 
cannot be levied on in this manner, and practically prohibits the states 
and vice versa, the Federal govern- from laying an income tax that will 
ment cannot lay an income tax do equity to all classes of income. It 
against the salaries of State officials. is certain that no tax system, which 
This ·gives a loophole to which a is ham-strung In its operations such 
great· number of officials drawing as is the income tax, can be laid with 
lucrative salaries may entirely es- justice and equity so long as this 
cape the burdens of an income tax, multitude of exemptions are allowed. 
either State or Federal. These re- It affords a great opportunity for 
ciprocal exemptions are made only people who have substantial incomes 
on the terms of a fundamental sys- to reduce their taxes by investing in 
tem of our dual plan of government tax exempt notes and bonds. This 
and for all practical purposes Im- indisputable fact has come to the 
munizes all ottlcial office-holders notice of every State in the Union 
from the operations of an income that has adopted a system of income 
tax. Added to that, billions of do!- tax for its support. This committee 
lars In securities of various kinds has also observed that the tax laws 
are ,in circulation among the states, of the states are very far from unl­
which are exempted from tax by the form in their operation and in that 
income route, both by the State and way citizens of some states are fav­
Federal governments. In this class ored or punished over those of 
may also be placed United States others. In most of these states there 
patent rights, from which source have been issued state and local 
vast income in derived and not sub- bonds, as well as other securities, 
ject to taxation. The 16th amend- which are exempted from the pro­
ment to the Federal Constitution of vision of an income tax and which 
the United States, which is the in- have contributed greatly to the con­
come tax amendment, as applied to fusion in tbe matter of laying a just 
the Federal government covering its income tax. In the operation of a 
rights to levy an income tax, Includes state income tax it has been found 
t,he term "from whatever souJICe de- necessary in all the states to con-
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sider receipts from sickness, insur­
ance, workman's compensation, dam­
ai;es, and interest from savings de­
partments, in the matter of setting 
up exemptions. This phase of the 
matter is of great concern in those 
states which are undeveloped and 
less productive than others. 

Some of the great difficulties in 
the matter of a State levying an 
income for support may be observed 
in the instance of a.n individual wage 
earner who finds himself in a State 
where an income tax is laid and to 
which he is subject. If he assumed 
he could find work in another state 
otherwise equally satisfactory where 
no tax was laJd, that would certainly 
induce him to move to that state. 
This too may arise in the case of an 
individual who desires to establish 
a business. the location of which may 
hinge upon whether or not the state 
in which he is contemplating the lo­
cation ha.s levied an income tax. If 
one of the states lays an income tax 
and another does not, the greater in­
ducement would certainly lean to 
the State which does not levy such a 
tax. This would be of peculiar Im­
portance to those States having vast 
natural resources to which business 
might be attracted and where capi­
tal is needed to carry on Its business. 
It is sometimes argued that to lay 
an income tax thereby lightens the 
burden of agricultural classes. That 
might be true if the receipts from 
such a tax were used to defray the 
expenses or t1ie government and also 
to supplant a corresponding levy on 
property for State purposes, but this 
is rarely done and a general study 
of the proposition will undoubtedly 
reveal the fact that thos·e states levy­
ing an income tax have done so for 
the purpose of securing more reve­
nue with which to meet the expenses 
of government and have not reduced 
materially the burdens which rest 
upon the general or ad va.lorem tax. 

Without commenting further upon 
this form of taxation your com­
mittee invites the attention of tbe 
Legislature to the statements and 
tables herein presented with the hope 
that It will study carefully all phases 
of the income tax, in the matter of 
securing revenue for the State. Much 
bas been written and said concerning 
this form of taxation and it is a 
patent fact that the Federal govern­
ment has adopted it as Its main base 

of support. Statutes were passed 
during the last administration of 
President Cleveland In which It was 
sought to levy an income tax for the 
support of the Federal government 
which were later declared unconsti: 
tutional by the Supreme Court of 
the United States. Then a long 
lapse of years went by ·before any 
serious attempt wall made by the 
Congress to bring up the issue again 
for consideration. Finally a joint 
resolution was adopted by the House 
and Senate submitting the Issue to 
the people In the form of an amend­
ment to the Constitution, which was 
adopted and is known as the 16th 
Amendment. This in a way estab­
lishes· this form of taxation tor use 
by the general government and many 
of the States take the position that 
they should not enter this field of 
taxation because the Federal gov­
ernment adopted it first and made 
it permanent. It is not thought Wise 
by many tor the Federal govern­
ment to encroa.cb upon properties 
and incomes reserved to the states 
for taxing purposes. The same 
source of reasoning would Impel the 
thought that it Is not will'0 for the 
states to encroach upon those prop­
erties and incomes from which the 
Federal government derives tts 
source of revenue. The President of 
the United States ln a recent mes­
sage to the country, has called a.t­
tentlon to the fact that there should 
be some agreement arrived at as be­
tween the Federal government and 
the States tn the belief that there 
should be no confllct here. 

Pl'emiseS' considered, this com­
mittee leaves the subject with this 
Legislature for constdera.tlon. 

The Sales Tax. 

Among many phases of the tax 
problems that have come before this 
Committee, perhaps the most inter­
esting is the growth and develop­
ment of the so-called "Sales Tax" in 
the various states of the Union dur­
ing the past several years. Although 
it ls still a controversial issue ln 
some sections of the country, lt ls 
a patent fact that where it bas been 
adopted as one of the principal metl!-­
ods or revenue raising the opposi­
tion has given way to general sup­
port. This is not a new form of tax­
ation, as history will recall. It has 
been ln effect in one form or another 
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in the governments of the world ina.tlng the property tax for State 
since the earliest ages, but did not purposes. He further suggests that 
become popular as a general reve- it will be well for the merchant to 
nue raising measure in the United include the sales tax in the price of 
States until a.fter the depression of his mercandise rather than make it 
1929 set in. Since that time twenty- a. separate charge. It is remarked 
four states have set it up either as in this connection, as applied to the 
an emergency and/or in many in- sales· tax, that all of the opposition 
stances aS' a permanent policy. In to such a tax developed before the 
the State of Missouri it was first tax was adopted as a revenue pro­
adopted as an occupation tax, which ducing agency but in each and every 
yielded one-half of one per cent on case after adoption the opposition 
gross retail sales. During the first disappeared and general approval has 
nine months of its existence on that taken place. Most everyone is will­
basis in Missuorl, there was derived ing to pay it and it is the only 
from this source a little more than method that it has been found up to· 
three million dollars. Governor this date that gives real property any 
Parks says that in his opinion the relief from direct taxation. 
amount should be considerably In­
creased and made permanent and 
that it doubtless will be when ·the 
present emergency law expires dur-

, Ing this year. He further says that 
when addlton!ll revenue is derived 
from this source it should he used to 
relieve the burden of ad vaJorem 
taJ:es. Thus it will be seen that 
during Its short operation in the 
State of Missouri, this form of tax­
ation has gained general favor and 
will In all probability be made per­
manent as one of the chief sources 
of revenue. 

Governor Olsen of New Mexico re­
ports to this Committee that the 
sales tax has become a law In his 
state and Is operating satisfactorily 
and has enabled the state to keep Its 
public. schools open. 

Governor Benjamin B. M-0eur of 
Arizona reports to the committee 
that some two years· ago a general 
sales tax of one and one-half per 

. cent, coupled with a special luxury 
tax on certain articles, became a. law 
In his state. In making his report 
he explains that all of the fight on 
the sales tax was made before its 
adoption. He states, however, that 
after Its adoption it has become as 
popular a tax as any measure could 
be and B'BYS further that he feels that 
a sales tax tends to justly distribute 
the burden of taxation and makes a 
broader base on which such burdens 
may be more equitably distributed 
among the people. He says further 
that on the convening of his Legis­
lature on January 14 of the present 
year, he Intends to suggest that this 
tax be still further broadened s·o that 
such revenue will be derived to cover 
State government costs, thus elim-

Governor Merriam of California., 
through his Sales Tax Counsel, writes 
In to say that it is· relatively certain 
that the sales tax, which was adopted 
as an emergency, will be continued 
In elfect in that State by the Legis­
lature which meets in January of 
this year. The tax In California bas 
shown itself to be productive of a 
considerable amount of revenue. The 
collections from August 1, 1933v to. 
September 30, 1934, totalled Fifty­
nine Million Seven Hundred Seventy­
'One Thousand Six Hundred Twenty­
one Dollars and Seventy Cents 
($59,771,621.70) based on a rate of 
two and one-half per cent ( 2 i % ) on 
retail sales. According to this re­
port, the tax Is generally regarded 
as operating satisfactorily In the· 
State. Before it was adopted there 
was a good deal of opposition, which 
came largely from labor organiza­
tions, but this opposition has almost. 
completely disappeared and the levy-. 
Ing of the tax IB' generally approved . 
An initiative measure was instituted 
sometime after the adoption of the­
tax to repeal it and adopt in lieu 
thereof the "Single Tax," but this. 
failed at the ballot of the general 
election of November 6, which ther~ 
by registered the approval of C3;11-
fornia of the sales tax. The prm­
cipal argument made in this cam­
paign was to the effect that the sales 
tax is a more democratic form of tax. 
than a.ny others that have been set 
up· that is to say, it requires all the 
pe~ple In the State to contribute to· 
s·ome extent to the support of the­
government. The revenue derived 
from this source of taxation will go. 
a long way toward reducing the ex­
cessive burdens which have been. 
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placed upon the owners 
estate. 

of real whlch had theretofore been the prl· 

The reduction In county taxes in 
the State is due to the fact that there 
is being supplied from the sales tax 
a major part of the funds expended 
in support of the public educational 
Institutions of the State. It has 
further been found that the low cost 
of administering the sales tax is met 
with great favor. It is generally 
recognized that a sales tax is the 
least expensive of all major forms 
of taxation and that the total cost 
of adminstration is one per cent plus 
of the revenue derived from the ta.x. 
Although applying at a flat rate on 
receipts from all retail sales, the tax 
may be said to apply at a regres'Bive 
rate, inasmuch a.s persons with a very 
limited Income may spend a greater 
portion of that income in purchasing 
tangible personal property than to 
persons with greater incomes. This 
criticism of the tax losses its weight, 
however, when it is considered that 
the retail sales tax is only one pa.rt 
of the tax system of the State and 
is · imposed along with other taxes 
which have progressive rates. 

In Pennsylvania Mr. Sanford D. 
Beecher, an of!'.icial In the Depart­
ment of Revenue at Harrisburg, 
writes in to say that a consumers 
sales tax of one per cent has been 
levied in that State for the purpose 
of meeting the relief situation, which 
has been done in an admirable way. 
Since its passage the tax has not been 
challenged by. anyone and the ad­
ministrative difficulties which were 
encountered were probably no greater 
than might be expected from the 
enforcement of the collection of a.ny 
other taxes. This State had no prec­
edent to go by in levying a tax and 
its chief concern was to produce a 
definition of what constituted a con­
sumers sale, or sales not for resale. 
The tax is· payable in installments 
a.nd the payments are handled by a 
simple system of bookkeeping and 
files. 

Governor Ehringhaus of North Ca­
rolina reports, in answer to the Com­
mittee's request, that in his State, as 
elsewhere, the excessive tax burden 
borne by real estate had, prior to the 
enactment of the sales tax, become a 
subject of great discontent and com­
plaint among the people. The prin­
cipal itemS' in this burden were tax­
ation In support of roads and schools, 

mary obligations of the subdivisions 
of the State. The Legislature In 
19 31 relieved these su bdivislons of 
the burden of road support through 
the State's taking over the entire 
highway sYBtem, whlch is supported 
by gasoline and license taxes. At 
the last session of the Legislature in 
North Carolina, at the suggestion of. 
the Governor, the State also took 
over the entire burden of supporting 
the public schools throughout the 
commonwealth, leaving the local 
units the right and duty to supple­
ment the standard of these schools 
through popular vote. This action 
took from the land the great burden 
of school support and the entire pro­
gram was made possible through the 
adoption of a three per cent ( 3 % ) 
sales tax. After this tax was en­
acted, the schools, a major portion 
of which had been forced to close 
before the regular time limit there­
tofore, have been kept open for an 
eight months term both in rural and 
urban communities; the teachers. 
have been paid promptly in cash 
without the necessity of discounting 
their vouchers; and real estate has 
been relieved of approximately thirty 
per cent ( 3 O % ) of its former bur­
den. By reason of adopting the 
sales tax, the Governor states that 
'the budget is now balanced, which 
for years before that had been out 
of balance; that the operation of tht> 
government comes well within in­
come and that their bonds are selling 
above par. 

lllinols was one of the original 
States to pass a general sales tax and 
before getting it into final operation 
two statutes enacted by the Legls­
la tu re were held as contrary to the 
Constitutlon. Another statute was 
frnall~· passed and Governor Herring 
reports that it Is working satisfactor­
ily and has done more to relieve un­
due burdens that have been resting 
upon real estate than any other tax 
law that has been passed in.1ts his­
tory. Prior to the passage of this 
Jaw the City of Chicago and the State 
of Illinois had been relying largely 
on ad valorem taxes to meet expenses 
and this had failed entirely to sup­
ply them with needed funds. When 
the depression came on It was neces­
sary for the Legislature and the 
citizens of the State of IJlinois to 
cast about for a new system of tax­
ation, which, according to the reports 
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received by .the Committee, seems to 
be working well. 

Similar reports have come to the 
Committee from the State of Mis­
sissippi. The present Governor of 
the State espoused the sales tax as 
the principal plank in his platform 
when he was fi.rst elected. When he 
was inducted iilto office about two 
years ago the State was in debt ap­
proximately Twenty Million Dollars 
($20,000,000.00) and its bonds were 
as dregs upon the market. At this 
time the State is not pressed with 
obligations, has been able to meet 
its current needs promptly with cash, 
and its bonds are selling at par and 
above. The reports indicate that 
some opposition to the tax was ex­
perienced before its enactment into 
law, but since then the opposition 
has died down and the tax is hailed 
with general approval by the people. 

A general sales tax was enacted 
during the pa.st year in the State of 
Vermont for the support of the gov­
ernment, but the operation of the 
law has been retarded by litigation 
proceeding out of an Injunction 
granted upon application of the A. 
& · P. Tea Company and the First 
National Stores, restraining the en­
forcement of the law against these 
two companies, which happened to 
have many branches in the State and 
produced a larger portion of the 
sales made. The officials and people 
of the State hope to be victorious 
in this suit and look with eagerness 
to its fi.nal consummation in the hope 
that the tax burdens will be greatly 
relievedt when and Ir the law be­
comes effective. 

The above and other States, num­
bering twenty-four in all, have 
adopted the sales tax as a method 
of procuring major governmental ex­
penses and during the last three or 
'four years and according to reports 
made to the committee, all of them 
seem to be satisfied with this method 
of taxation and although some of the 
statutes have been passed to meet 
emergencies during the depression 
and were enacted as temporary meas­
ures, most of them are making these 
statutes permanent as time goes on. 

A great manY citizens of Texas 
have appeared before the committee 
and have freely discussed the subject 
of taxation in general and without 
exception have been allowed to dis­
cuss the sales tax In a free and easy 
manner. It IS' In a way a. new propo­
sition to most of our ·people, but in­
terest in the matter has been lncreas-

ing during the past year or two and 
a good number of our leading citizens 
ha'e informed themselves in an able 
manner on its working in other 
states. It is, of course, a contro­
versial matter and all do not agree 
as to the effects it would have. 

The three 1'egional chambers of 
commerce in Texas were requested 
by the committee to make a survey 
of their districts to ascertain the 
wishes of the people on the advisabil­
ity of adopting such a tax in Texas. 
From the reports, the preponderance 
of opinions gathered indicates that 
such a tax would, if adopted, meet 
with general approval, provided the 
tax burden was not increased and 
that it would not be "just another 
new tax." The concensus of opinion 
moves toward ,using moneys derived 
from this system of taxation te> 
lighten the burden which rests upon 
the ad valorem, or property tax. The 
secretary of the West Texas Chamber 
of Commerce sends us a clipping 
from the Boston News Bureau as of 
December 1, stating that the Tax 
Commissioner of Massachusetts would 
urge a sales tax during the current 
session of the Legislature, which will 
make another and an additional 
state coming into the throng and ex­
presses the hope that this might en­
courage the Texas IJegislature to fol­
low the example of such a conserva­
tive and well-known state as Massa­
chusetts. 

In Indiana a state gross income, or 
sales, tax or one per cent ( 1 % ) , is 
levied on all retail sales, with few 
exceptions. Governor McNutt ap­
proves the tax and states that it has 
been a great relief in the way of 
lessening the undue burden laid upon 
the general properties of the state. 

In Iowa a tax on gross income 
from retail sales is laid, which brings 
in a total of Fourteen Million Dollars 
($14,000,000.00) a year. The law 
calls on retailers to pass the amount 
of the tax on to the customer and 
forbids any merchant from advertis­
ing that he absorbs the tax. The 
rate in this state is two per cent 
(2%) on the gross sales of all per­
sons selling to ultimate consumer. 
The law is reported to be working 
satisfactorily and reports great re­
lief from the burdens of the old 
system which rested upon property 
and arose from ad valorem taxes. 

In 1933 the Michigan Legislatur& 
enacted a sales tax law based upon 
three per cent (3%) gross on all 
retail sales. Thl'l tax in this state is 
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passed on to the consumer and ls re­
ported to be working satisfactorily 
and affording much relief as com­
pared to the old system of property 
tax. 

In 1933 the Legislature of the 
State of Utah amended the previous 
sales tax and imposed two per cent 
( 2 3 ) on retail sales of tangible 
property and Included In it sales of 
service or commodities by certain 
public utilities. This tax is passed 
<Jn to the consumer and Is reported to 
be working s-atisfactor!ly in every 
way. 

In the State of '\Vash!ngton there 
is collected approximately Sixteen 
Million Dollars ($16,000,000.00) an­
nually from a sales tax. This tax Is 
a graduated tax ranging up to three 
per cent (3%). The tax is passed on 
to the consumer and the proceeds go 
largely for the suport of the public 
schools. It is reported to be work­
ing satisfactorily and furnishing 
great relief as compared to the old 
system. 

The State of Oklahoma levies a 
sales tax of one per cent (1%) on 
gross sales of all commodities. 

At the time this committee met 
there was pending before the Legisla­
ture of the State of Ohio a general 
sales tax relating to the sale of tan­
gible personal property calling for a 
three per cent ( 3 % ) levy on all re­
tail sales with graduations on sales 
of less than One Dollar ($1.00). 

It seems to be the general opinion 
based to the majority of the evidence 
at hand, that· a moderate sales tax is 
the fairest, most equitable and most 
efficient means of raising needed 
public revenue. It Is· based both 
on the ability to pay and the benefits 
received from government, and Is 
paid in small amounts from day to 
day as sales occur. A larger propor­
tion of this tax than any other laid, 
finds its way to the public treasury 
for the reason that It involves less 
expense and trouble to collect and in 
this respect· is the most economical 
of all taxes. In those states which 
have adopted it as a major revenue 
producing agency, there is no compli­
cated machinery of collection re­
quired; no loopholes are provided 
for the escape of some taxpayers to 
the disadvantage of others; no 
delinquencies occur to be either lost 
or collected at great expense to the 
state and taxpayer. It is claimed 
by some that the sales tax lays a 
burden upon the purchasing power 

of the people but this Is so in the 
case of every tax that is collected. 
When a citizen pays his property 
tax he has that much less to spend 
for food, clothing, and other neces­
sities. When he pays his Income tax 
his purchasing power 1s reduced by 
the amount he pays. Even if he 
pays only a poll tax he has that much 
less to spend for merchandise and 
luxuries. The sales tax differs from 
others in that it cannot be taken 
from any other source than the cur­
rent spendable income of the tax­
payer. Other taxes may exceed the 
spender's ability to pay from cur­
rent funds, force him to borrow 
money to meet them or lose his home, 
but with the sales tax this Is impos­
sible for the reason that no taxes are 
paid if no purchases are made. This 
tax can never exceed fhe taxpayer's 
means, never create a lien upon his 
property, nor subject him to vexa­
tions and troubles, litigations or 
harsh penalties, as so often occurs 
in the collection of ad valorem or 
property taxes. He simply pays this 
tax as he spends his current Income 
and always in exact proportion to 
his spending. Property taxes vary 
among counties, cities and other 
public subdivisions. For example, a 
man owning a farm valued at One 
Hundred Dollars ( $100.00) per acre 
in one county, may pay a higher tax 
per acre than the owner of similar 
land in another and adjoining county. 
Even in the same county or district 
there will necessarily be many In­
equalities, since assessments for 
property taxes represent theooplnlons 
of assessors and equalization boards 
which, no matter how good the In­
tentions of such assessors and board 
members may be, can never be pre­
cisely correct. After centuries upon 
centuries of experience In property 
taxation, the question of what con­
stitutes true value is a controversial 
one. In fact, no standard has ever 
been set up by man by which a yard­
stick of true value as applied to any 
property, either personal or real, may 
be measured from day to day. Con­
ditions of a thousand kinds, loca­
tions, and other things, enter largely 
into valuations of this character of 
property. Every year thousands of 
disputes attest the difficulty of car­
rying out the Constitutional rule of 
equality, and uniformity, in the mat­
ter of taxing property In Texas and 
elsewhere that the property tax IB 
and probably cannot be proportioned 
on ability to pay, as demonstrated 
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constantly by tax suits and foreclos­
ure sales. A huge proportion of 
taxes is delayed in payment and a 
large part is lost; in every Texas 
county delinquents increase by leaps 
and bounds from year to year. It 
will be noted, and has been observed 
by this Committee, that within less 
than a decade delinquent taxes have 
increased in this state more than one 
hundred per cent and the end is not 
in sight. It may be said In passing 
just here, that many people claim 
that the income tax is the fairest of 
all taxes; yet, experience has shown 
that it works hardships upon many 
citizens of moderate means, is often 
evaded by the wealthy, and necessi­
tates the employment by the govern­
ment of large collecting agencies and 
the employment by citizens of tax 
experts and attorneys to guard their 
interests at great cost. It is an 
ancient maxim of taxation that the 
expense of any tax to the citizen 
should be as little as possible above 
the amount of his tax, so that the 
largest possible portion may pass in­
to the public treasury. There is per­
haps no tax whieh costs the citizen 
more, over and above the net amount 
received by the government, than the 
income tax. In efforts to make this 
tax fair, graduated rates have been 
adopted by both the Federal and 
State Governments where it is ap­
plied, numerous deductions allowed 
and various exemptions provided. As 
a result of this, wealthy men able to 
employ· experts and attorneys, can 
take advantage of every possible 
technicality in the law to keep their 
taxes low, while the average tax­
paying citizen often loses deductions 
and exemptions to which he is fairly 
entitled. The whole country was 
shocked not long ago by the discovery 
that in certain years .one of the larg­
est of all international financial in­
stitutions paid no income tax at all. 
One may read almost daily of evas­
ions, or alleged evasions, of income 
tax by wealthy individuals or great 
corporations. Meantime, many an 
average taxpayer finds himself hard 
driven to pay, out of presently avail­
able funds, the tax upon income made 
and spent in the preceding year. 
Someone has said that the income 
tax is a tax upon "water that has 
gone over the wheel"; that is to say, 
a tax upon past earnings, of which 
little or nothing may be left at tax 
paying time. , 

The sales tax, on the other hand, 
is paid little bl'.' little as these earn-

ings are spent. The rich man can­
not evade it if he would; the poor 
man cannot be burdened by it beyond 
his ability to pay; neither attorney 
nor expert is needed to help the tax­
payer figure it out, nor ls any com­
plicated machinery of government 
necessary for· its collection. The 
earnings in this respect may decrease 
or increase from time to time but 
the income is certain. Crop· failures 
and other misfortunes experienced by 
the farmer may make even a low 
property tax disastrously burden­
some. Expense of illness and other 
things which befall us and for which 
exemptions are not allowed, may 
make income tax to great for the 
taxpayer to bear, but the sales .tax 
keeping exact pace with the citizen's 
needed purchases, can never be out 
of proportion to his available means. 
He who buys in addition to the nec­
essary things of life, expensive lux­
uries, will pay, as he should pay, 
large portions of the tax, while he 
who is of small means will pay In 
proportionately small amounts. In 
this way every citizen becomes a di­
rect part and parcel of the govern­
ment, and necessarily learns to ap­
preciate its protecting infiuence more 
and ·more. 

While a moderate sales tax would 
not be burdensome on any class or 
citizens on account of the equitable 
manner in which it is laid, it would 
at the same time lay a small burden 
on all classes of people, and th us its 
imposition would serve to interest 
everybody in efficient and economic 
government. One of the greatest 
arguments in favor of the eales tax 
is that under present conditions pre­
vailing in this State, less than one­
fourth of its inhabitants carry the 
entire burden of public debt and pub­
lic expenditures. It is argued by 
those who favor the sales tax that 
its adoption would form a broader 
base and th tis spread the load propor­
tionately out among the seventy-five 
per cent (75%) of our people who 
do not pay either Income ar ad 
valorem taxes. It is but stating what 
should be plain to all, that every 
form of taxation finally rests upon 
the whole people, but this fact is not 
always recognized. Non-own_ers of 
real estate, for instance, often lose 
sight of how their rent, the price 
they pay for commodities and serv­
ices and even their wages, are af­
fect~d by property tax; since they 
do not pay property taxes directly, 
they are tempted to regard such taxes 
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as burdens borne by others. The 
same is true of non-payers of income 
taxes. Those who do not pay these 
taxes directly may feel that the gov­
ernment -expenses are of less con­
cern to them than to the direct tax­
payers, and in that way become en­
tirely disconnected from the govern­
ment itself. The sales tax brings 
home to all the people an interest 
in the operations and the expendi­
tures of the several branches of gov­
ernment. Wherever it has been 
adopted it has resulted in an in­
creased pride of citizenship on the 
part of the great mass of people, and 
in an increased popular interest in 
the affairs of government. It has 
drawn citizens of all classes together, 
wiping out imaginary bars between 
them, and destroying antagonisms 
founded upon such distinctions. 

Under the sales tax every citizen 
is, and knows himself to he, a con­
tributor to the support of his govern­
ment. Yet, if the tax be fixed at a 
reasonable rate, the average small 
home owner will pay less than his 
present property taxes. It is agreed 
upon by all supporters of the sales 
tax, that the new tax is not to be an 
additional burden upon the people, 
but. to equalize those that are now 
unjustly bearing the major portion 
or Lt. 

What can be accomplished with 
the sales tax is no longer an unset­
tled question in those states that 
have adopted and put it into use dur­
ing the last three years. It Is work­
ing in them a fine and satisfactory 
way. Their success has turned nation­
wide attention upon this method of 
providing a needed public revenue 
and is spreading the burden out 
among the masses of people to whom 
the benefits of government inure. 

Necessarily, on account of its re­
cent adoption by approximately firtY 
per cent ( 5 0 % ) of the American 
States as a major item of gover­
mental revenue, a sufficient time has 
not elapsed to insure the best results 
of the general sales tax. However, 
the progress it has made and the 
unanimity of praise it is given where 
it has been adopted, compels all 
students of taxation to a careful con­
sideration of its merits. It is the 
opinion of a majority of this com­
mittee that it should be tried out 
in Texas, leaving the a,etails of the 
bill to be formulated along the lines 
of that which seems to cive the most 
Mtisfaction In those states which 
have adopted it. Ample evidence of 

the fact that this method of taxation 
is sound and much more equitable 
than that now applying in this state, 
and that no other system of taxation 
which has come to our notice prom­
ises relief comparable to the sales 
tax, we are Inevitably led to the 
conclusion that it presents the most 
practicable solution of our tax dif­
ficulties at the moment. It is true 
that a tightening up of our present 
tax assessing and collecting tactics 
should be made at the earliest pos­
sible moment, so as to enable. us to 
balance the budget and provide for 
the running expenses ct the govern­
ment. But when all this is said and 
done, there still remains behind ap­
proximately Eight Hundred Million 
Dollars ($800,000,000.00) in bonded 
debts in this state, which are first 
mortgages on every piece of real 
estate in our borders and to service 
which debt requires about forty per 
cent ( 40%) of our taxable income. 
Personal property of every character 
and kind is of uncertain value, 
elusive and of short duration. For 
this reason these debts must remain 
a positive and constant load upon 
real property which by no possible 
stretch of the imagination can escape 
taxes. The real estate of Texas con­
stitutes about one-fourth of the value 
of its properties, as the yardstick 
goes, and the injustice and inequity 
lies in the fact that seventy-five per 
cent ( 75%) of the public debt and 
the pub lie expenses are extracted 
from this realty. If the depression 
is ever to end here, something must 
be done to relieve and equalize this 
burden. Under present conditions 
people no longer desire to own a 
home or piece of real estate in Texas 
for the reason that in the long run 
the tax with which to meet the pres­
sing obligations resting upon It will 
in the end mean certain confiscation. 
It is an undisputed fact today that 
no young couple starting out in life 
will attempt to buy a home or a 
piece of real estate knowing as they 
do that a rented place can be had 
cheaper. Those who are unfortunate 
enough to own such properties are 
being driven away from them by 
sales at far below cost where a 
purchaser can be found. A general 
survey by the real estate boards of 
Texas will show that during the past 
several years more than fifty per 
cent of every dollar received bY land­
lords as rent, goes back to the gov­
ernment in form of taxes, and that 
the general average of profits arts-
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ing from the ownership of real estate 
during the past four yearscovering 
both the urban and rural sections, is 
zero. Every thinking citizen must 
know that this condition has a para­
lyzing efl'ect upon the people of the 
state, for after all other properties 
have vanished from the earth the 
realty, or ground properties, must 
furnish the sustenance for the people. 
Their very existence depends upon it 
for "life, liberty and the pursuit of 
happiness," and it is up to us to pro­
tect and restore to the people this, 
the only heritage which the Almighty 
has created and placed here for their 
benefit. 

Premises considered, a majority of 
the Committee recommends to the 
members of the Legislature, a pro­
found study of this problem, with 
the hope that a general sales tax will 
be adopted either in the form of a 
Constitutional amendment, submitted 
to the people, or the proper statutes. 
After seriously considering the many 
angles to this situation, It is believed 
bY a majority of this Committee, that 
the proceeds derived from a general 
sales tax could be best used for the 
purpose of liquidating the outstand­
ing bonded and warrant indebtedness· 
of the State, the counties, and other 
political subdivisions, amounting to 
approximately Eight Hundred Million 
Dollars ($800,000,000.00) and the 
servicing of which requires more than 
forty per cent (40 % ) of the public 
income from taxes. If these obliga­
tions can · be removed from the 
shoulders of the people of the State, 
the running expenses of the govern­
ment can be easily financed if other 
recommennat!ons made by the Com­
mittee. are adopted by the Legisla­
ture. Due to the fact that many of 
the States, as heretofore related, 
have already adopted a general sales 
tax, it will be easy to select what 
seems to be the best of these plans 
as a model for Texas in constructing 
statutes to meet our needs. In or­
der to obviate the possibility that 
this recommendation is based upon 
the idea that we are to have "just 
another tax" added to the burdens 
we now have, a majority of· this 
Committee suggests and urges that 
a Constitutional amendment be sub­
mitted to the people of Texas to be 
voted upon as a single proposition 
at an election called for that purpose 
at the earliest practicable date, said 
amendment to stipulate that the pro-

posed general sales tax be levied at 
say two ( 2) or three ( 3) per cent, 
to be applied on the payment of 
bonded and warrant indebtedness 
above referred to; that the collection 
of the tax be placed in the hands of 
some existing State agency desig­
nated for that purpose here in Au-s­
tin, and tha.t said agency retain from 
these collection five per cent. ( 5 % ) 
of the total amount derived from th-is 
source of revenue to be applied on 
the payment of the State relief bonds, 
until they are liquidated, and in ad­
dition to that, a sufficient amount 
out of said funds to pay the actual 
cost of collecting and serv1crng 
through this department, which ac­
cording to States having this tax, 
will not run as much as two per cent 
( 2 % ) . This done, approximately 
ninety-three per cent ( 93 % ) of the 
total will be allocated back to the 
counties in proportion to the sales 
made in each of said counties, to be 
a.pplied equitably as between the 
county, municipalities, and districts 
therein located. Thus every dollar 
collected from the s·ales tax would 
be applied on existing debts of the 
State and its subdivisions, and would 
give direct relief to every taxpaying 
division in the State in that way, and 
to that extent, and no part of the 
.proceeds of the moneys arising from 
said sales tax could be in any way 
appropriated or expended by the Leg­
islature or other oll'.icers of the Stafe. 
If in that manner more than forty 
per cent ( 40 % ) of the debt load can 
be lifted, all of the taxpaying divi­
sions of the State will be in that pro­
portion better able to meet the cur­
rent expenses of government. More­
over, a majority of this Committee, 
after six weeks careful consideration 
of our tax problems, has concluded 
that this is the best and the strong­
est recommendation that it can mali:e 
to this Legislature, in that it alfords 
the broadest possible base upon 
which a just tax structure may rest. 
It is' erroneous to say that "ability 
to pay" is the only rule bY which one 
should be guided in the payment of 
taxes. There is another and equally 
binding, and that is all ta.xes should 
be considered trom the angle of 
"benefits received." Every human 
being receives some benefits from his 
government and in some way tangi­
bly ought to be tied to it. A gen­
eral sales tax w!ll afl'ord a com_mon 
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ground upon which all must meet 
and must share in some small way, 
not only in the benefits he receives 
from his government. but In Its bur­
dens as well. 

We sincerely trust that the Forty­
fourth Legislature will give this rec­
ommendation its most serious consid­
eration In connection with all of the 
facts and difficulties Which surround 
us, with the firm hope and belief 
that if It does, It will come to the 
same conclusion we have reached­
that is, that a general sales tax ts 
the only way out. 

Respectfully submitted, 
ARTHUR P. DUGGAN, 

Senator, District No. 30. 

ty of their thought and study upon 
the q uestlon. 

Respectfully submitted, 
(Signed) GRADY WOODRUFF, 

Senator, District No. 22, 

Respectfully submitted, 
SENATE TAX PROGRAM 

COMMITTEE. 
(Signed) 

ARTHUR P. DUGGAN, Chairman, 
Senator, District No. 30, 

(Signed) 
T. J. HOLBROOK, 

Senator, District No. 17. 
(Signed) 

GRADY WOODRUFF, 
Senator, District No. 22. 

Minutes of Committee Meetblp. 

T. J. HOLBROOK, Minutes of Committee on Mining, 
Senator, District No. 1 7 • Irrigation and Drainage. 

I respectfully dissent from the 
view of my distinguished colleagues 
of the Committee with reference to 
the sales tax. I do not believe that 
the adoption of a general nles ta:x 
is the proper solution. While It Is 
true that the ad valorem tax on real 
property for all purposes Is burden­
some, and In many Instances unrea­
sonable, I believe that the Constitu­
tion should be amended so as to ex­
empt homestead real property from 
all ad valorem ta.xes except for local 
public school maintenance and sup­
port, and that In lieu thereof and to 
make up for the decrease in revenues 
Incurred by such action, the gross 
receipts tax. should be extended to 
cover every enterprise and that the 
necessity for additional revenues 
from sources other than the ad va­
lorem tax on real property and In 
lieu of a general sales tax, a selec­
tive sales tax might be enacted, plac­
ing thereby a tax upon non-esiren­
tlals. Regardless of the general 
favor with which the general sales 
tax has met where it has been tried 
In several other States, it, neverthe­
less, impresses me as being a tu 
easily evaded and fraught with more 
inequities than almost any other 
form of tax. 

It is with genuine regret that I 
cannot concur in the vlewB' of my col­
leagues, both of whom have given 
the subject matter profound study 
and exhaustive lnvesttga.tlon, and It 
Is with a degree of reluctance that 
I voice an opinion different from that 
arrived at by them after the maturl-

Held February 19, 1936. 

Called Meeting. 

Present: Regan. Hopkins, Black­
ert, Hill, Neal, Small, Stone, Van 
Zandt and Burns. 

Absent and excused: DeBerry and 
Holbrook. 

Committee Substitute for S. B. 
No. 227 was reported favorably with 
committee amendments by the fol­
lowing vote: yeas 9, nays 0. 

Committee Substitute for S. B. 
No. 169 was reported favorably by 
the following vote: yeas 9, nays 0. 

S. B. No. 291, was reported fav­
orably by the following vote: yeas 
9, nays O. 

ORVALEA WILLBANKS, 
Secretary. 

THIRTY-FIRST DAY. 

Senate Chamber, 
Austin, Texas, 

February 25, 1935. 
The Senate met at 10 o'clock a. m., 

pursuant to adjournment, and was 
called to order by Lieutenant Gov­
ernor Walter F. Woodul. 

The roll call disclosed a quorum, 
the following Senators being present: 

Blackert. 
BurnB'. 
Collie. 
Cotten. 
Davis. 
De Berry. 
Duggan. 

Hill. 
Holbrook. 
Hopkins. 
Hornsby. 
Hughston. 
Martin. 
Moore. 


